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SUMMARY  OF   RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recommen- 
dation. This  listing  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  the  Department  of  Institutions  is  included  in  the 
back  of  this   report. 
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1A    Retain  documentation  of  district  court  orders 
authorizing  withdrawals  from   patient  trust 
accounts.  5 

Agency   Reply:      Concur.      See  page  64. 

IB    Obtain  documentation  authorizing  all   prior 
withdrawals  from  the  trust  account  or 
reimburse  the  account  for  the  unsupported 
withdrawals.  5 

Agency   Reply:      Concur.      See  page  64. 

2A  Assign  duties  concerning  patient  accounts' 
cash  receipts  so  the  custody  of  assets  and 
accounting  functions  are  segregated.  8 

Agency  Reply:      Concur.     See  page  64. 

2B  Establish  controls  to  provide  additional 
assurance  that  all  patient  receipts  are 
deposited   in  the  proper  patient's  account.  8 

Agency   Reply:      Concur.      See  page  64. 

2C     Establish  controls  to  ensure  all   patient 
account  withdrawals  are  properly  autho- 
rized and  delivered  to  or  spent  on   behalf 
of  the  patient.  8 

Agency  Reply:      Concur.      See  page  64. 

3       Dispose  of  the  "Joe   Interest"   savings 

account  in  accordance  with  state  law.  9 

Agency   Reply:      Concur.     See  page  65. 

4A    Review  the  inactive  accounts  monthly.  10 

Agency  Reply:      Concur.      See  page  65. 
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4B  Provide  timely  written  notification  of  account 
balances  to  discharged  patients,  next  of  kin, 
and/or  the  public  administrator.  10 

Agency   Reply:      Concur.      See  page  65. 

5  Reconcile  the  patient  operating   ledger  to 

the  check   register  on  a  monthly  basis.  11 

Agency   Reply:      Concur.      See  page  65. 

6  Establish  a  written   policy  describing  the 
purpose,    use,   and  source  of  money  for 

each  of  the  15  patient  account  funds.  12 

Agency   Reply:      Concur.      See  page  65. 

7  Comply  with  federal   grant  regulations 
regarding   beneficiary  eligibility  and 
taking  of  meal  counts  for  the  school 

foods  program.  16 

Agency   Reply:      Concur.      See  page  66. 

8A     Keep  adequate  documentation  of  handicapped 

child   counts.  17 

Agency   Reply:      Concur.     See  page  66. 

8B    Count  only  those  children  who  have  been  in 
attendance  at  the  institution  for  more  than 
one  year.  17 

Agency   Reply:      Concur.      See  page  66. 

9       File   required   reports  for  all   grants  on   a 

timely  basis.  17 

Agency   Reply:      Concur.      See  page  66. 

10A  Report  all  its  surplus  equipment  to  the 
Department  of  Administration  in  accor- 
dance with   state  policy.  ,    19 

Agency   Reply:      Concur.      See  page  66. 

10B     Record  all   items  of  equipment  on   its 
accounting   records  in  accordance  with 
state  accounting  policy.  19 

Agency   Reply:      Concur.      See  page  66. 
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11A    Tag  all   property  items.  20 

Agency   Reply:      Concur.      See  page  67. 

11B    Assign   responsibility  for  equipment  to 

supervisors  at  each  work  area.  20 

Agency  Reply:      Concur.     See  page  67. 

lie  Require  all  deletion  transactions  be 
reviewed  and  approved  by  business 
office  management  personnel.  20 

Agency  Reply:      Concur.     See  page  67. 

11D    Transfer  the  responsibility  for  property 
and   inventory  record   keeping  from  the 
warehouse  foreman  to  the  business  office.  20 

Agency  Reply:      Partially  Concur.     See  page  67. 

12  Reconcile  its  subsidiary  property,   plant, 
equipment,   and   inventory  records  to 

amounts   reported  on   its  accounting  system.  22 

Agency  Reply:      Concur.      See  page  67. 

13  Adopt  an   inventory  valuation  method  that 
is  in  accordance  with  generally  accepted 
accounting  principles  and  federal   reim- 
bursement regulations.  23 

Agency  Reply:      Concur.     See  page  68. 

14  Update  its  inventory  accounting   records  at 

fiscal  year-end  based  on  its  inventory  count.  23 

Agency  Reply:      Concur.     See  page  68. 

15A  Properly  use  "Buildings"  and  "Improvements 
Other  than  Buildings"  fixed  assets  accounts 
in  accordance  with  state  accounting  policy.  25 

Agency  Reply:      Concur.      See  page  68. 

158     Record  all   capital   project  costs  in  accord- 
ance with  generally  accepted  accounting 
principles  and  state  accounting  policy.  25 

Agency   Reply:      Concur.     See  page  68. 
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16  Record  all   patient  cash  accounts  on  SBAS.  26 
Agency  Reply:      Concur.      See  page  68. 

17  Reevaluate  its  non-treasury  cash  accounts 

needs.  27 

Agency   Reply:      Concur.      See  page  68. 

18  Separate  the  cash   receipt  and  disbursement 
function  from  the  accounting  functions  for 

the  Galen  contingent  revolving  fund.  27 

Agency   Reply:      Concur.      See  page  69. 

19  Establish  procedures  to  ensure  the  hospital 
reports  all  medical   services  on  a  timely 

basis.  30 

Agency   Reply:      Concur.     See  page  69. 

20  Record  donations  in  the  proper  fund  in 

the  State  Treasury.  31 

Agency   Reply:      Concur.      See  page  69. 

21  Reconcile  the  drug   receipts  to  the  infor- 
mation  recorded  on  the  data  tapes.  33 

Agency   Reply:      Concur.      See  page  69. 

22  Allocate  its  budget  on  the  same  basis  as 

it  records  expenditures.  34 

Agency   Reply:      Concur.      See  page  69. 

23A     Require  all   time  sheets  be  approved   by 

each  employee's  supervisor.  37 

Agency   Reply:      Concur.      See  page  70. 

23B     Establish  a  procedure  to  ensure  payroll 
warrants  are  not  returned  to  persons 
who  process  the  payroll.  37 

Agency  Reply:      Concur.     See  page  70. 
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23C    Require  a  review  and  approval  of  the 
prepayroll  by  an  employee  not  involved 
in   payroll   preparation  or  distribution.  37 

Agency  Reply:      Concur.      See  page  70. 

24A     Eliminate  unneeded  full-time  equivalent  (FTE) 
positions  and/or  reorganize  the  administrative 
staff  positions  to  eliminate  the  internal   control 
weaknesses  discussed   in   previous  sections  of 
this   report.  39 

Agency   Reply:      Concur.     See  page  70. 

24B    Analyze  the  feasibility  of  contracting 

upholstery  repairs  with  the  prison.  39 

Agency  Reply:      Concur.      See  page  70. 

25A    Use  the  occupational  therapy  shops  to 

benefit  the  hospital   rather  than  employees.  40 

Agency   Reply:     Will  Study.     See  page  70. 

25B     Establish  and  enforce  an  energy  conserva- 
tion policy.  40 

Agency   Reply:      Concur.      See  page  70. 

25C     Establish  and  enforce  rules  prohibiting  the 
storage  of  employees'   personal   property  in 
all  work  areas  and  other  buildings  except 
those  leased  to  employees.  40 

Agency  Reply:      Concur.     See  page  70. 


INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Warm  Springs/ 
Galen  State  Hospital  for  the  fiscal  year  ended  June  30,  1982  and 
the  Warm  Springs  State  Hospital  for  the  fiscal  year  ended  June  30, 
1981.  The  audit  objectives  were  to:  (1)  determine  if  the  financial 
statements  present  fairly  the  financial  position  and  results  of 
operations  of  the  hospital  for  the  two  fiscal  years  ended  June  30, 
1982;  (2)  determine  hospital  compliance  with  applicable  laws  and 
regulations;  and  (3)  recommend  improvements  in  the  management 
and   internal   controls  of  the  hospital. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
cost  of  implementing  the  recommendations  made  in  the  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the   recommendation. 

We  thank  the  Warm  Springs/Galen  Chief  Executive  Officer  and 
his  staff  for  their  cooperation  and  assistance  during  our  audit. 
BACKGROUND 

Warm  Springs  and  Galen  State  Hospitals  are  institutions  under 
the  direction  of  the  Department  of  Institutions.  Prior  to  fiscal 
year  1981-82,  these  two  institutions  were  separate  facilities  with 
their  own  medical  and  administrative  services.  The  1981  Legislature 
authorized  the  consolidation  of  these  two  hospitals  under  one 
administrative  organization  to  make  them  more  efficient  and  effec- 
tive. Although  the  administrative  functions  of  Warm  Springs  and 
Galen  were  consolidated,  each  hospital  still  maintains  individual 
treatment  units  to  insure  that  the  differing  needs  of  the  patients 
can   be  met. 


Warm   Springs  State   Hospital 

The  primary  function  of  the  Warm  Springs  State  Hospital  is 
the  care  and  treatment  of  mentally  ill  persons.  The  persons  may 
be  admitted  voluntarily,  or  involuntarily  by  court  order.  Warm 
Springs  has  407  beds,  60  of  which  are  licensed  for  nursing  home 
care  by  the  Montana  Department  of  Health  and  Environmental 
Sciences.  Seventy-six  percent  of  the  hospital's  beds  were  filled  at 
June  30,    1982,    distributed   as   follows: 

June   30,    1982 


Unit 

Beds  Occupied 

Beds 

Available 

Intake 

15 

24 

Intensive  Treatment 

28 

66 

Extended  Treatment 

96 

105 

Pre-release 

13 

23 

Pintlar  Lodge 

17 

24 

Long-term  Geriatric 

56 

60 

Forensic 

58 

75 

Children's 

26 

30 

Total 

309 

407 

Warm  Springs  had  487  authorized  staff  positions  as  of  June  30, 
1982.  A  total  of  475  of  these  positions  were  filled.  Authorized 
professional    staff  positions   include: 

4  Psychiatrists   (5  authorized) 

1  Physician    (2  authorized) 

1  Dentist   (1    authorized) 

27  Registered   Nurses   (27  authorized) 

42  Licensed   Practical   Nurses   (49  authorized) 

Galen  State  Hospital 

The    Galen    State    Hospital's    primary    functions    are    to    provide: 

(1)  treatment     of      tuberculosis      and      silicosis;       (2)   detoxification, 

diagnosis,     treatment,     and     referral    for    those    persons    who    seek 

relief    from    alcoholism;     and     (3)    long-term    inpatient    treatment    for 

drug   users. 
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If  there  is  space  and  funding  available,  the  hospital  treats 
patients  with  lung  diseases  and  geriatric  or  senile  patients  afflicted 
with  pulmonary  disorders.  In  addition,  Galen  may  accept  patients 
who  are  residents  of  other  state  institutions. 

Galen    has   2T8   licensed   hospital    beds.      Of  those,   33  are  acute 

care   and   185  are  intermediate  care  facilities.      The  hospital   also  has 

an    Alcohol    Treatment   Center   and    a    Drug    Treatment   Center.      The 

number    of    beds    occupied    and    available   at   June  30,    1982   for   each 

type  of  care  are  as  follows: 

June  30,    1982 

Type   of  Care 

Acute   Care 
Intermediate   Care 
Alcohol   Treatment 
Drug  Treatment 
Total 


"According  to  hospital  officials,    the  current  staff  level 
limits  occupancy  to  72  patients. 


The  hospital  averages  56  percent  occupancy  in  the  acute  and 
intermediate  care  facilities.  The  Alcohol  Treatment  Center  and 
Drug  Treatment  Center  each  average  80  percent  occupancy. 

As  of  June  30,  1982,  Galen  had  271  authorized  staff  positions. 
A  total  of  251  of  these  positions  were  filled.  Authorized  profes- 
sional  staff  positions   include: 


4.1  Doctors   (5.1   authorized) 

11.8  Registered   Nurses   (12.4  authorized) 

27  Licensed   Practical   Nurses   (28  authorized) 

8  Lighthouse  (drug   program)   staff  (8  authorized) 

13  Alcohol  treatment  and   rehabilitation  staff  (16  authorized) 


Beds  Occu 

pied 

Beds 

Available 

19 

33 

87 

185 

72 

80* 

11 

15 

189 

313 

PATIENT   ACCOUNTS 

Warm  Springs/Galen  State  Hospital  administers  the  funds  of 
patients  while  they  are  at  the  hospital.  The  patient  moneys, 
amounting  to  approximately  $1.3  million  at  June  30,  1982,  are 
deposited  in  local  banks.  The  hospital,  as  trustee  of  these  funds, 
has  a  fiduciary  responsibility  to  ensure  they  are  properly  adminis- 
tered and  accounted  for.  One  objective  of  our  examination  was  to 
ensure  WS/GSH   is  fulfilling   its  fiduciary   responsibility. 

Because  of  the  serious  weaknesses  in  the  internal  accounting 
and  administrative  controls  over  patient  moneys,  and  management's 
inability  to  provide  documentation  for  certain  patient  account 
transactions,  we  have  referred  certain  questionable  transactions  to 
the  Attorney  General. 
Patient  Trust  Account 

Background 

Under  state  regulations,  income  sent  to  patients  from  Social 
Security  and  insurance  companies  may  be  taken  from  patients' 
accounts  to  reimburse  the  state  for  the  cost  of  care.  In  1976, 
Montana  Legal  Services  filed  a  class  action  suit  against  the  Depart- 
ment of  Institutions  challenging  the  legality  of  removing  these 
funds  without  a  guardian's  permission.  A  state  district  court 
ordered  the  trust  moneys  be  held  in  a  local  bank  account  outside 
the  state  treasury  pending  resolution  of  the  suit.  Since  then  the 
hospital  has  deposited  more  than  $1  million  in  patient  care  and 
maintenance  charges  in  the  account. 


Trust  Account  Withdrawals 

Since  the  state  district  court  ordered  that  all  disputed  patient 
care  and  maintenance  charges  be  deposited  in  the  patient  trust 
account,  all  withdrawals  from  the  account  must  also  be  authorized 
by  court  order.  We  noted  hospital  employees  have  improperly 
withdrawn     more    than     $7,800    in     trust    moneys    from    the    account. 

We  reviewed  ten  withdrawal  transactions  which  were  approved 
by  the  hospital's  management.  In  each  case,  hospital  management 
personnel  were  unable  to  produce  a  court  order  authorizing  the 
withdrawals.  A  hospital  official  stated  that  the  hospital  has  main- 
tained a  file  documenting  the  withdrawals  but  the  file  could  not  be 
found.  Unless  the  officials  can  produce  documents  justifying  the 
withdrawals,    the  patient  trust  account  should   be  reimbursed. 

RECOMIVIENDATION   #1 

WE    RECOMMEND   THE    HOSPITAL: 

A.  RETAIN  DOCUMENTATION  OF  DISTRICT  COURT  ORDERS 
AUTHORIZING  WITHDRAWALS  FROM  PATIENT  TRUST 
ACCOUNTS. 

B.  OBTAIN  DOCUMENTATION  AUTHORIZING  ALL  PRIOR 
WITHDRAWALS  FROM  THE  TRUST  ACCOUNT  OR  REIM- 
BURSE THE  ACCOUNT  FOR  THE  UNSUPPORTED  WITH- 
DRAWALS. 

Cash   Controls 

Accounting    and    cash    custody    functions    at    both    Warm  Springs 
and    Galen    are    not    adequately    separated    to    protect    patients'    cash 


At    Galen,    one    accountant    performs    the    following    incompatible 
functions. 


1.  Collects     cash     from     patients,     deposits    the    money,     and 
maintains  the  accounting    records. 

2.  Authorizes  transfers  of  funds  within   the  account. 

3.  Balances   individual    records   to  the  monthly   patient  account 
reconciliation. 

4.  Prepares    and     signs    most    checks    drawn    on    the    patient 
accounts. 


By  combining  these  functions  with  one  individual,  the  hospital 
increases  the  risk  that  errors  or  intentional  omissions  will  occur 
without  detection.  The  hospital  can  reduce  this  risk  at  Galen  by 
separating  the  accounting  functions  from  the  cash  collection, 
deposit,    and  check  writing   functions. 

Two  employees  handle  the  patient  accounts  system  and  other 
cash  receipts  at  Warm  Springs.  Either  person  can  perform  the 
same  incompatible  functions  as  described  for  Galen.  The  lack  of 
segregation  between  the  custody  of  funds  and  record  keeping 
functions  also  increases  the  risk  of  errors,  intentional  omissions, 
or  irregularities  occurring  without  detection.  As  at  Galen,  Warm 
Springs  can  reduce  this  risk  by  segregating  the  custody  and 
accounting  functions. 
Cash    Receipts 

Some  patients  receive  coin  and  currency  directly  from  outside 
sources.  The  hospital  does  not  have  adequate  controls  to  ensure 
the  patient  moneys  are  deposited  in  their  accounts.  Under  present 
procedures,  personnel  on  the  wards  take  the  money  to  the  patient 
account    office    where    it    is    deposited    and    recorded    in    the    patients' 
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accounts.  The  hospital  does  not  verify  money  received  at  each 
ward  is  subsequently  deposited  in  patients'  accounts.  A  cross- 
check of  ward  cash  receipts  to  patient  accounts  deposit  records 
would  help  ensure  that  all  patient  moneys  received  on  the  wards 
are  deposited  in  the  patients'  account. 
Account  Withdrawals 

Hospital  policy  requires  that  two  authorized  staff  nembers 
sign  patient  account  withdrawal  requests  for  incompetent  patients. 
The  patient  account  office  keeps  a  list  of  all  staff  members  who 
may  authorize  the  withdrawal  of  an  incompetent  patient's  moneys. 
The  money  may  then  be  used  to  purchase  items  for  the  benefit  of 
the    patient.      We    noted    the    hospital    does    not    enforce    its    policy. 

Four  of  nine  sample  incompetent  patient  withdrawals  contained 
signatures  of  persons  who  were  not  authorized  to  withdraw  money 
on  behalf  of  the  patients.  This  demonstrated  that  an  important 
control  over  patients'  money  was  not  working  as  the  hospital's 
management  had  intended.  Additionally,  the  hospital  has  not 
established  adequate  control  procedures  to  ensure  that  money 
withdrawn  from  an  incompetent  patient's  account  is  delivered  to  or 
expended  for  the  benefit  of  the  patient. 

These  problems  concerning  segregation  of  duties  over  patient 
accounts  were  addressed  in  the  prior  audits  of  the  Warm  Springs 
and  Galen  State  Hospitals.  The  hospital  officials  concurred  with 
but  did   not   implement  the  audit   recommendations. 


RECOMMENDATION   #2 

WE    RECOMMEND    THE   HOSPITAL: 

A.  ASSIGN  DUTIES  CONCERNING  PATIENT  ACCOUNTS' 
CASH  RECEIPTS  SO  THE  CUSTODY  OF  ASSETS  AND 
ACCOUNTING    FUNCTIONS   ARE   SEGREGATED. 

B.  ESTABLISH    CONTROLS   TO    PROVIDE    ADDITIONAL    ASSUR- 
ANCE    THAT     ALL     PATIENT     RECEIPTS    ARE     DEPOSITED 
IN    THE    PROPER    PATIENT'S   ACCOUNT. 

C.  ESTABLISH  CONTROLS  TO  ENSURE  ALL  PATIENT 
ACCOUNT  WITHDRAWALS  ARE  PROPERLY  AUTHORIZED 
AND  DELIVERED  TO  OR  SPENT  ON  BEHALF  OF  THE 
PATIENT. 

"Joe   Interest"   Account 

Among  the  individual  patient  savings  accounts  at  Warm  Springs 
is  an  account  named  "Joe  Interest."  The  Joe  Interest  account  con- 
sists of  interest  earned  on  a  combined  patient  savings  account 
established  in  1971.  This  money  is  not  identifiable  to  any  individ- 
ual patients.  The  account  is  used  to  reimburse  overdrawn  patient 
accounts. 

In  1975  this  Joe  Interest  account  amounted  to  $9,000.  At  that 
time,  an  audit  report  issued  by  our  office  recommended  the  interest 
be  disposed  of  in  accordance  with  state  law.  The  hospital  did  not 
implement  the  audit  recommendation.  Currently,  the  Joe  Interest 
savings  account  contains  approximately  $14,000. 


RECOMMENDATION   tt3 

WE    RECOMMEND   THE    HOSPITAL    DISPOSE   OF   THE   JOE    INTER- 
EST  SAVINGS   ACCOUNT    IN   ACCORDANCE   WITH   STATE    LAW. 

Inactive  Accounts 

Procedures  are  not  adequate  to  allow  a  timely  disposition  of 
inactive  patient  accounts.  Inactive  accounts  belong  to  discharged 
patients  or  to  the  estate  of  deceased  patients.  The  hospital  had 
$14,300  of  inactive  accounts  at  June  30,  1982.  These  accounts 
range  from  only  a  few  dollars  to  more  than  $1,000.  The  hospital 
has  a  fiduciary  responsibility  to  dispose  of  these  moneys  in  accor- 
dance with   state   law  in   a  timely  manner. 

When  a  patient  dies  the  hospital  has  the  responsibility  to 
notify  the  next  of  kin  of  any  money  remaining  in  the  patient's 
account.  If  they  cannot  locate  a  next  of  kin,  the  institution 
should  send  a  letter  notifying  the  public  administrator  of  the 
deceased   patient's  account. 

If  a  patient  is  discharged,  it  is  the  hospital's  responsibility  to 
notify  the  patient  of  any  money  remaining  in  his  account.  It  is 
important  that  this  notification  be  accomplished  at  the  time  the 
patient  is  discharged.  Patients  may  move  several  times  during  the 
first  year  after  discharge.  Patient  account  personnel  have  tried  to 
locate  patients  who  have  been  discharged  in  a  prior  year  and  have 
not  been  successful.  In  many  instances  forwarding  addresses  left 
by  the  patients  are  out  of  date  because  the  notification  letters  are 
not  mailed    in   a  timely  manner. 


In  seven  of  the  ten  inactive  accounts  tested,  we  found  the 
hospital  did  not  properly  notify  discharged  patients,  next  of  kin, 
or  the  public  administrator.  In  two  instances,  letters  notifying 
the  discharged  patient  or  next  of  kin  were  not  sent.  In  two  other 
instances,  notification  letters  were  mailed  more  than  a  year  after 
the  patients  were  discharged  or  had  died.  In  three  of  the  instances 
in  which  the  institution  attempted  to  notify  the  next  of  kin  but 
received  no  reply,  the  hospital  failed  to  provide  written  notification 
to  the   public  administrator. 

A  hospital  employee  said  she  reviews  the  inactive  patient 
accounts  once  each  year  and  sends  notification  letters  to  the 
patient  or  next  of  kin.  She  said  the  public  administrator  has  been 
phoned  regarding  the  accounts,  but  she  has  not  provided  him 
written   notification. 

RECOMMENDATION   tt4 

WE    RECOMMEND   THE    HOSPITAL: 

A.  REVIEW   THE    INACTIVE    ACCOUNTS   MONTHLY. 

B.  PROVIDE  TIMELY  WRITTEN  NOTIFICATION  OF  ACCOUNT 
BALANCES  TO  DISCHARGED  PATIENTS,  NEXT  OF  KIN, 
AND/OR    THE    PUBLIC    ADMINISTRATOR. 

Unreconciled   Disbursement   Records 

The  hospital's  patient  account  control  ledger  does  not  reconcile 
to  the  check  register.  These  two  accounting  records  must  balance 
if  all  the  disbursement  transactions  are  properly  posted.  The  fact 
that    the    control     ledger    does     not    balance    to    the    check    register 
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indicates  that  there  are  errors  in  one  or  both  of  these  official 
records  of  patient  account  activity.  Patient  account  personnel  do 
not  periodically  reconcile  these  records  to  determine  whether  they 
are  in   balance. 

We  were  unable  to  reconcile  the  disbursement  records  for 
fiscal  year  1980-81  and  fiscal  year  1981-82.  Because  the  records 
are  not  periodically  reconciled  by  the  patient  account  personnel, 
and  we  could  not  reconcile  the  records,  we  could  not  gain  reason- 
able assurance  that  patient  account  transactions  are  properly 
recorded. 

RECOMMENDATION   #5 


WE     RECOMMEND     THE     HOSPITAL     RECONCILE    THE    PATIENT 
OPERATING    LEDGER   TO   THE   CHECK    REGISTER    ON    A   MONTHLY 
BASIS. 

Account   Descriptions 

At  Galen,  the  patient  accounts  system  contains  an  individual 
account  for  each  patient  and  15  other  accounts  from  which  expen- 
ditures are  made  for  the  benefit  of  the  patients.  There  is  no 
established  written  policy  describing  how  moneys  in  the  15  accounts 
are  to  be  spent.  The  accounts  are  categorized  according  to  use 
and  recorded  in  the  Agency  Fund.  The  drug  center,  the  alcohol 
treatment  center,  and  each  hospital  wing  have  canteen  and  recrea- 
tion funds.  In  addition,  there  is  a  memorial  fund,  discharged 
patient  accounts,  a  deceased  patient  account,  and  a  care  and 
maintenance  clearing  account.      Some  of  these  accounts  are  properly 


recorded  in  the  Agency  Fund,  while  the  accounts  that  contain 
donations  to  the  hospital  are  state  moneys  and  should  be  deposited 
in  the  Special  Revenue  Fund.  Donated  money  is  discussed  in  more 
detail  in  the  state  compliance  section  on  page  31  of  this  report. 
Galen  should  have  an  approved  written  policy  describing  authoriza- 
tion procedures  and  appropriate  uses  of  the  moneys  in  its  patient 
account  funds. 

In  fiscal  year  1981-82,  patient  account  receipts  amounted  to 
$160,000  and  disbursements  were  $140,000.  In  addition,  Galen 
transferred  $92,000  between  approximately  15  accounts  within  the 
patient  accounting  entity.  Our  tests  of  transactions  indicated 
disbursements  from  the  accounts  were  reasonable  based  on  explana- 
tions of  officials  and  other  support  documentation.  However, 
because  Galen  has  no  written  patient  account  policy,  we  could  not 
determine  that  all  the  transactions  were  properly  authorized  or 
treated  consistently  throughout  the  year.  A  prior  audit  recom- 
mended the  hospital  establish  a  written  policy  for  the  accounts. 
The  institution  concurred  with  the  recommendation  but  it  was  not 
implemented. 

RECOIVIIVIENDATION   #6 

WE  RECOMMEND  THE  HOSPITAL  ESTABLISH  A  WRITTEN 
POLICY  DESCRIBING  THE  PURPOSE,  USE,  AND  SOURCE  OF 
MONEY     FOR     EACH    OF    THE    15   PATIENT    ACCOUNT     FUNDS. 
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FEDERAL    COMPLIANCE 

The  department  receives  a  portion  of  their  funding  from 
federal  sources.  Office  of  Management  and  Budget  (0MB)  "Circu- 
lar A-102,  Attachment  P,"  establishes  audit  requirements  for  state 
and  local  governments  receiving  federal  assistance.  Attachment  P 
provides  for  independent  audits  of  financial  operations,  including 
compliance  with  certain  federal  laws  and  regulations.  We  performed 
our  audit  of  the  department  in  accordance  with  the  standards  of 
OMB    "Circular   A-102,    Attachment   P." 

Compliance  requirements  of  subgrantees  of  the  Comprehensive 
Employment  and  Training  Act  (CETA)  for  the  federal  fiscal  year 
ended  September  30,  1981  were  examined  by  other  auditors. 
Therefore,  we  did  not  duplicate  their  compliance  testing.  We 
reviewed  the  major  compliance  areas  in  the  Title  I,  Title  IV,  School 
Lunch,    and   Vocational    Education   programs.      Areas   reviewed   include: 

1.  eligibility  determination, 

2.  reporting   systems, 

3.  meeting   federal   objectives, 

4.  reimbursement  of   indirect  costs,    and 

5.  cost  allowability. 

During  our  review  we  noted  compliance  problems  in  the  follow- 
ing  areas: 

--Meal   Counts   -   School    Lunch   Program 

--Title   I    and   Title    IV   Child   Counts 

--Federal    Reports 
Each    of    these    areas    are    discussed    in    separate    sections    beginning 
on   page   14  of  this   report. 
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We  determined  the  effects  of  noncompliance  on  program  accom- 
plishments and  the  allowability  of  costs.  In  the  following  sections 
of  our  audit  report  we  discuss  compliance  and  internal  control 
problems  requiring  disclosure  in  accordance  with  Attachment  P. 
Nothing  came  to  our  attention  that  causes  us  to  believe  untested 
compliance  issues  are  not  in  accordance  with  applicable  laws  and 
regulations. 

As  a  result  of  our  review,  it  is  our  opinion  that  the  deficien- 
cies noted  did  not  significantly  affect  the  successful  operation  of 
the  programs.  It  is  our  opinion  the  deficiencies  noted  did  signifi- 
cantly affect  the  allowability  of  costs  in  conformity  with  program 
regulations. 
Background 

The  hospital  is  a  subgrantee  of  federal  assistance  from  the 
Office  of  Public  Instruction  (OPI).  The  hospital  submits  periodic 
reports  to  OPI,  which  in  turn  is  responsible  for  reporting  to  the 
federal   government. 

Meal   Counts   -   School    Lunch    Program 

The  hospital  has  been  billing  the  school  lunch  program  for  all 
lunches  served  to  residents  under  the  age  of  21  .  The  federal 
grant,  which  is  subgranted  to  the  hospital  from  the  Office  of 
Public  Instruction  (OPI),  states  that  all  institutionalized  youths 
under  the  age  of  21  who  have  not  received  a  high  school  diploma 
or  its  equivalent  and  are  enrolled  in  an  educational  program  are 
eligible  for  free  lunches.  Federal  regulations  also  require  the 
hospital  to  take  counts  of  the  meals  served  to  eligible  patients  and 
to    periodically     report    the    meal    counts    to    OPI.       Throughout    our 
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audit  period,  the  hospital  claimed  lunch  reimbursement  for  all 
patients  under  the  age  of  21  without  determining  whether  the 
patients  were  eligible  for  the  program  or  whether  the  meals  were 
actually   served. 

The  hospital  staff  does  not  determine  the  eligibility  of  patients 
who  are  under  21  years  of  age  and  they  do  not  take  counts  of  the 
number  of  reimbursable  meals  served.  The  personnel  improperly 
assume  that  ail  patients  under  the  age  of  21  are  eligible  to  receive 
meals.  The  staff  also  improperly  assumes  all  eligible  patients  eat 
lunch  each  day.  The  OPI  official  responsible  for  administering  the 
School  Foods  program  indicated  the  hospital  may  be  exempt  from 
these  federal  regulations.  OPI  conducted  a  review  of  the  program 
during  our  audit  period  and  notified  the  hospital  that  it  meets  the 
school   lunch   program   requirements. 

We  contacted  the  federal  agency  responsible  for  the  School 
Foods  program  and  explained  our  findings  regarding  meal  counts 
and  beneficiary  eligibility.  The  federal  auditor  said  unless  the 
hospital  or  OPI  could  produce  documentation  of  exemption  the 
allowability  of  cost  reimbursements  should  be  questioned.  Neither 
the  hospital  nor  OPI  were  able  to  produce  such  documentation. 
The  hospital  received  $36,751  and  $33,531  in  fiscal  years  1980-81 
and  1981-82,  respectively,  under  the  School  Foods  program.  We 
question  the  allowability  of  these  costs  for  the  school  lunch  pro- 
gram. 
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RECOMMENDATION   #7 

WE      RECOMMEND      THE     HOSPITAL     COMPLY     WITH      FEDERAL 

GRANT    REGULATIONS    REGARDING   BENEFICIARY    ELIGIBILITY 

AND     TAKING    OF    MEAL    COUNTS    FOR    THE    SCHOOL    FOODS 

PROGRAM. 

Title    I    and   Title   IV   Child   Counts 

Due  to  inadequate  records,  we  could  not  verify  the  accuracy 
of  handicapped  child  counts.  Federal  regulations  require  child 
counts  in  order  to  determine  the  amount  of  assistance  awarded 
under  the  Title  I  and  Title  IV  programs.  The  hospital  receives 
assistance  based  on  the  number  of  children  under  age  21  who  have 
not  received  a  high  school  diploma,  or  its  equivalent,  that  have 
been  enrolled   in  the  hospital   for  more  than  one  year. 

Count  sheets  were  not  on  file  at  the  hospital  and  they  had  to 
be  obtained  from  OPI.  Information  on  the  count  sheets  was  incom- 
plete and  we  could  not  verify  the  validity  of  some  of  the  information. 
The  hospital  did  not  keep  adequate  documentation  listing  the  names 
of  individuals  enrolled  in  the  program.  Also,  a  hospital  official 
stated  the  count  sheets  were  incorrect  because  all  patients  under 
the  age  of  21  are  counted,  including  those  who  have  not  been  in 
attendance  at  the  hospital   for  more  than  one  year. 

The    hospital    was    awarded    $33,245    and    $21,823    for    Title   I    in 
fiscal   years   1980-81    and   1981-82,    respectively,    and   $228  for  Title   IV 
in    fiscal    year    1981-82.       Because   of   the   condition    noted    above,    we 
question  the  allowability  of  these  costs. 


RECOMMENDATION   #8 

WE    RECOMMEND   THE    HOSPITAL: 

A.  KEEP  ADEQUATE  DOCUMENTATION  OF  HANDICAPPED 
CHILD    COUNTS. 

B.  COUNT  ONLY  THOSE  CHILDREN  WHO  HAVE  BEEN  IN 
ATTENDANCE  AT  THE  INSTITUTION  FOR  MORE  THAN 
ONE   YEAR. 

Federal    Reports 

The  hospital  did  not  submit  a  report  to  OPI  for  funds  received 
under  Title  IV  in  fiscal  year  1981-82.  Hospital  officials  believe  a 
report  was  not  necessary  because  of  the  small  amount  ($228)  of  the 
grant.  Federal  regulations  require  the  reports  be  filed  within 
90  days  after  fiscal  year-end.  Consequently,  the  Office  of  Public 
Instruction  has  not  submitted  a  report  to  the  federal  government 
concerning  these  funds.  Grant  provisions  include  requirements 
that  reports   be  submitted  disclosing  grant  status. 

RECOMMENDATION   #9 

WE     RECOMMEND     THE     HOSPITAL     FILE     REQUIRED     REPORTS 

FOR    ALL   GRANTS   ON    A   TIMELY    BASIS. 

EQUIPMENT,    INVENTORY,    AND   PLANT   ACCOUNTABILITY 
Unrecorded   Equipment 

The  hospital   does   not   record   all   of  its  equipment  on   its  account- 
ing     records.        We     observed      several     warehouses     that     contained 
equipment    that   was    not    recorded.      Some   of   the   equipment  is   new, 


much  of  it  is  used,  and  a  lot  of  it  is  junk.  It  was  not  practical 
for  us  to  estimate  the  cost  or  the  value  of  the  equipment;  but  we 
believe  the  amount   is   significant. 

State  accounting  policy  and  generally  accepted  accounting 
principles  require  all  fixed  assets  be  recorded  on  the  hospital's 
accounting  records.  State  policy  also  states  that  agencies  possess- 
ing equipment  no  longer  needed  should  declare  it  surplus  and 
report  the  property  to  the   Department  of  Administration. 

Hospital  officials  indicated  some  of  the  equipment  is  not  usable, 
some  of  it  belongs  to  the  Department  of  Institutions'  Central  Office, 
and  some  of  the  new  equipment  is  in  storage  until  it  is  needed. 
They  stated  that  it  is  their  policy  to  account  for  only  the  items 
currently  in  use.  Except  for  the  Department  of  Institutions' 
equipment,  the  items  in  storage  are  not  recorded  on  the  accounting 
records. 

One  official  expressed  hesitancy  to  transfer  the  equipment  to 
surplus  property.  He  indicated  the  proceeds  from  the  sale  of  any 
property  would  be  deposited  in  the  state  General  Fund,  and  it 
would  not  directly  benefit  the  hospital.  He  said  the  hospital  has 
reported  some  of  the  items  to  the  Surplus  Property  Bureau  of  the 
Department  of  Administration,  but  it  requires  a  substantial  amount 
of  time  to  prepare  an   itemized    list  of  the  equipment. 

Rather  than  itemizing  the  equipment  on  a  list,  it  may  be  more 
economical  for  personnel  at  the  Surplus  Property  Bureau  to  inspect 
the  equipment  at  the  hospital.  They  could  identify  items  which 
should  be  transported  to  the  Surplus  Property  Bureau  warehouse 
in  Helena,  and  identify  other  items  which  should  be  sold  at  auction 
or  at  a  warehouse  sale,   on   site. 
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The  hospital  accumulated  this  equipment  over  a  period  of  50 
or  more  years.  Some  of  it  may  be  valuable  as  antiques.  Other 
equipment  can  be  used  in  the  operation  of  other  state  agencies. 
The  equipment  should  be  recorded  on  the  state's  accounting  records. 
Unrecorded  equipment  is  more  likely  to  be  lost  or  stolen,  without 
detection,  than  equipment  recorded  in  a  system  where  accountability 
is  maintained. 

RECOMMENDATION   #10 

WE    RECOMMEND   THE    HOSPITAL: 

A.  REPORT   ALL    ITS   SURPLUS    EQUIPMENT   TO   THE   DEPART- 
MENT     OF      ADMINISTRATION      IN      ACCORDANCE     WITH 
STATE    POLICY. 

B.  RECORD  ALL  ITEMS  OF  EQUIPMENT  ON  ITS  ACCOUNT- 
ING RECORDS  IN  ACCORDANCE  WITH  STATE  ACCOUNT- 
ING  POLICY. 

Control   of   Equipment 

We  noted  the  following   internal   control   weaknesses  over  account- 
ability   for    equipment    at   the    hospital.      These    weaknesses    increase 
the     likelihood     that     record     keeping    errors    or    irregularities    may 
occur  without  being  detected. 


Property   Tags 

Hospital  personnel  have  not  attached  tags  to  most  property 
items.  We  tested  35  property  items  and  found  33  were  not 
tagged.  An  integral  part  of  maintaining  accountability  for 
items  is  the  ease  in  identifying  specific  property  items. 
Property  tags  provide  the  means  by  which  property  is  easily 
identified. 


19 


Responsibility  for   Equipment 

The  hospital  policy  does  not  fix  the  responsibility  for  equip- 
ment to  the  supervisors  who  have  custody  of  the  items. 
Currently  the  warehouse  foreman  is  responsible  for  all  equip- 
ment at  the  hospital.  Assigning  responsibility  for  safeguard- 
ing items  to  the  personnel  who  have  custody  of  the  property 
enhances  accountability  for  the  property.  The  hospital  can 
strengthen  controls  if  they  fix  responsibility  for  property 
items  to  the  supervisor  at  each  work  location.  An  employee 
at  each  work  location  should  be  delegated  the  responsibility 
and  required  to  sign  a  receipt  for  the  equipment.  This  individ- 
ual should  be  responsible  for  communicating  changes  in  equip- 
ment   status    to    the    property    clerk    in    the    accounting    office. 

Management   Review  of  Adjustments 

Warehouse  personnel  who  have  custody  of  the  equipment  can 
authorize  adjustments  to  the  property  records  to  delete  equip- 
ment. Management  personnel  independent  of  the  warehouse 
should   review  and  authorize  these  adjustments. 

Segregation  of  Duties 

The  warehouse  foreman  is  responsible  for  all  equipment  and 
inventory  at  the  hospital.  He  is  also  responsible  for  the 
maintenance  and  adjustment  of  the  property  accounting  records. 
To  maintain  a  strong  system  of  control  over  equipment  and 
inventory,  the  record  keeping  should  be  segregated  from  the 
custodial  function.  This  can  be  accomplished  by  moving  the 
responsibility  for  property  accounting  from  the  warehouse 
foreman  to  the  business  office. 


RECOMMENDATION   #11 

WE    RECOMMEND   THE   HOSPITAL: 

A.  TAG   ALL    PROPERTY    ITEMS. 

B.  ASSIGN  RESPONSIBILITY  FOR  EQUIPMENT  TO  SUPER- 
VISORS  AT    EACH   WORK   AREA. 

C.  REQUIRE  ALL  DELETION  TRANSACTIONS  BE  REVIEWED 
AND  APPROVED  BY  BUSINESS  OFFICE  MANAGEMENT 
PERSONNEL. 

D.  TRANSFER  THE  RESPONSIBILITY  FOR  PROPERTY  AND 
INVENTORY  RECORD  KEEPING  FROM  THE  WAREHOUSE 
FOREMAN   TO   THE    BUSINESS   OFFICE. 
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Reconciliations 

The  hospital  does  not  reconcile  the  plant,  equipment,  and 
inventory  amounts  reported  on  its  equipment  records  to  the  amounts 
reported  on  its  accounting  system.  The  equipment  account  was 
overstated  by  $212,855  because  vehicles  were  recorded  twice  on 
the  accounting  records.  The  supplies  inventory  account  was 
understated  by  $173,530  because  the  Galen  inventory  account  was 
removed  from  the  accounting  records  during  the  hospital  consolida- 
tion process,  but  it  was  not  recorded  in  the  Warm  Springs  records. 
The  hospital  had  correctly  recorded  the  transfer  on  its  subsidiary 
inventory  system,  but  the  transaction  was  not  input  to  SBAS  after 
the  data  was  sent  to  the  Central   Office. 

In  addition,  we  noted  another  $91,000  difference  between  the 
amounts  reported  on  SBAS  and  those  reported  on  the  hospital's 
subsidiary  accounting  records.  This  difference  could  not  be 
explained   by   hospital  officials. 

If  the  hospital  accounting  office  had  reconciled  the  amounts 
reported  on  SBAS  to  those  on  its  subsidiary  accounting  records, 
the  misstatements  noted  above  could  have  been  detected  and  cor- 
rected. A  hospital  official  indicated  the  accounting  records  are 
not  reconciled,  because  during  the  fiscal  year-end  closing  period 
he  does  not  have  sufficient  time  or  people. 

If  the  property,  plant,  and  equipment,  and  inventory  accounts 
are  properly  recorded  on  SBAS  and  the  hospital's  subsidiary 
records,  a  reconciliation  of  the  amounts  should  require  only  one  or 
two  hours  of  an  employee's  time  at  fiscal  year-end. 
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RECOMMENDATION   #12 

WE  RECOMMEND  THE  HOSPITAL  RECONCILE  ITS  SUBSIDIARY 
PROPERTY,  PLANT,  EQUIPMENT,  AND  INVENTORY  RECORDS 
TO     AMOUNTS     REPORTED     ON      ITS     ACCOUNTING     SYSTEM. 

Inventory  Valuation 

The  hospital  does  not  value  inventory  in  accordance  with 
generally  accepted  accounting  principles.  The  hospital  values  its 
inventory  at  the  most  recent  price  paid  for  the  item.  This  method 
approximates  a  replacement  cost  valuation,  which  is  not  generally 
accepted . 

The  federal  government  reimburses  the  hospital  for  the  cost 
of  certain  items  provided  to  patients.  Federal  reimbursement 
regulations  require  that  inventories  be  valued  using  a  generally 
accepted  method,  if  the  costs  are  to  be  reimbursed.  Because  the 
hospital's  inventory  is  not  valued  using  a  generally  accepted 
method,  the  hospital  is  not  in  compliance  with  federal  cost  reim- 
bursement  regulations. 

Several   inventory  methods  are  recognized  as  generally  accepted 
by    the    accounting    profession.      Weighted    average,    last-in/first-out 
(LIFO),    or    first-in/first-out    (FIFO)    are    all    accepted    methods    for 
financial     statement     presentation     and     federal     cost     reimbursement 
determination. 

The  hospital's  present  computerized  inventory  system  is  not 
capable  of  properly  tracking  costs.  The  hospital  should  modify  its 
present  system  or  purchase  another  inventory  system  to  properly 
price    its    inventory.      We    did   not  estimate  the  cost  of  modifying   the 
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present  system  or  purchasing  a  new  system  because  the  hospital 
has  not  defined  all  the  management  Information  and  accounting 
requirements  of  the  system. 

RECOMMENDATION   #13 


WE  RECOMMEND  THE  HOSPITAL  ADOPT  AN  INVENTORY 
VALUATION  METHOD  THAT  IS  IN  ACCORDANCE  WITH  GEN- 
ERALLY ACCEPTED  ACCOUNTING  PRINCIPLES  AND  FEDERAL 
REIMBURSEMENT    REGULATIONS. 

Pharmacy   Inventories 

The  hospital  should  update  its  inventory  system  for  the  cost 
of  pharmaceutical  supplies  used  on  a  periodic  basis  and  reconcile 
the  inventory  accounting  system  to  the  physical  count  performed  at 
June  30.  The  count  sheets  maintained  at  the  hospital's  pharmacies 
reported  $45,000  of  pharmaceutical  inventories  at  June  30,  1982, 
while  the  inventory  system  and  the  accounting  system  reported 
$58,000  in  inventory.  The  $13,000  difference  between  the  two 
records  occurred  because  the  inventory  system  accounts  for  phar- 
maceutical inventory  on  a  periodic  inventory  basis  rather  than  a 
perpetual  basis.  The  inventory  on  the  state's  accounting  records 
was  overstated  because  the  accounting  system  was  not  updated 
with  the  actual   count  data  at  year-end. 

RECOMMENDATION  #14 

WE  RECOMMEND  THE  HOSPITAL  UPDATE  ITS  INVENTORY 
ACCOUNTING  RECORDS  AT  FISCAL  YEAR-END  BASED  ON 
ITS    INVENTORY   COUNT. 

23 


Accounting  for  Capital   Projects 

State  accounting  policy  classifies  capital  project  costs  relating 
to  "Buildings"  differently  from  the  costs  relating  to  "Improvements 
Other  than  Buildings."  The  hospital  has  not  correctly  used  these 
account  distinctions. 

To  comply  with  state  accounting  policy,  any  costs  associated 
with  capital  projects  that  add  value  to  land,  such  as  fences, 
sidewalks,  roads,  tunnels,  and  bridges,  should  be  capitalized  as 
fixed  assets  in  the  "Improvements  Other  than  Buildings"  account. 
Costs  of  capital  projects  relating  to  building  improvements  such  as 
new  plumbing  or  permanent  room  dividers  should  be  capitalized  in 
the  "Buildings"  account.  The  hospital  recorded  improvements  for 
steam  tunnel,  utility,  and  roads  amounting  to  approximately  $1  million 
as  additions  to  its   "Building"   account. 

Hospital  officials  responsible  for  recording  capital  project 
costs  on  the  accounting  records  said  they  were  unaware  of  the 
proper  uses  of  these  accounts.  Because  of  this  error,  the  build- 
ings are  overstated  and  other  improvements  are  understated  by 
approximately  $1   million. 

Incorrect  Amounts   Capitalized 

We  also  noted  the  hospital  capitalizes  contract  or  appropriation 
amounts  rather  than  actual  costs  incurred.  We  found  the  "Buildings" 
account  was  misstated  due  to  the  recording  errors.  The  "Buildings" 
account  was  overstated  by  $44,000  in  one  instance,  because  the 
hospital  capitalized  the  appropriation  amount  of  a  project  rather 
than  the  actual  cost.  In  another  instance,  the  hospital  understated 
the    "Buildings"    account    by    $25,500    because    an    employee    failed    to 
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record  architect  and  other  fees  associated  with  a  capital  project. 
Generally  accepted  accounting  principles  require  all  actual  costs 
associated  with  a  capital  project  be  capitalized,  including  architect 
fees,    construction   inspection  fees,    etc. 

An  individual  in  the  accounting  office  should  be  delegated 
responsibility  for  reporting  the  costs  of  capital  projects  completed 
by  the  hospital.  The  responsible  individual  should  review  the 
documents  provided  by  the  Architecture  and  Engineering  Division 
of  the  Department  of  Administration  for  costs  relating  to  capital 
projects. 

RECOMMENDATION   #15 

WE    RECOMMEND   THE    HOSPITAL: 

A.  PROPERLY  USE  "BUILDINGS"  AND  "IMPROVEMENTS 
OTHER  THAN  BUILDINGS"  FIXED  ASSETS  ACCOUNTS 
IN     ACCORDANCE     WITH     STATE    ACCOUNTING    POLICY. 

B.  RECORD  ALL  CAPITAL  PROJECT  COSTS  IN  ACCOR- 
DANCE WITH  GENERALLY  ACCEPTED  ACCOUNTING 
PRINCIPLES   AND   STATE   ACCOUNTING    POLICY. 

CASH    AND    CONTINGENT    REVOLVING   ACCOUNTS 
Unrecorded   Cash   Accounts 

The  hospital  did  not  record  three  of  its  cash  accounts  in  the 
agency  fund  on  the  state's  accounting  records.  The  hospital 
maintains  a  $1  million  patient  trust  account  kept  in  a  local  bank. 
The  account  was  established  based  on  a  district  court  order  until  a 
class    action     lawsuit    is    settled.       This    account    is    described    more 
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fully  in  the  patient  accounts  section  of  this  report.  The  other  two 
accounts  are  cash  change  funds  for  patient  accounts  at  Warm 
Springs  and  Galen  in  the  amount  of  $1,204  and  $300,  respectively. 
The  hospital  officials  believe  these  funds  do  not  belong  to  the 
hospital  and  should  not  be  included  on  its  accounting  records. 
However,  since  the  officials  may  authorize  deposits  and  withdrawals 
from  the  accounts,  we  determined  the  hospital  has  custody  of  these 
funds  on  behalf  of  the  patients.  In  this  trustee  capacity,  the 
hospital     should     record     the    patient    moneys    in    the    Agency    Fund. 

RECOMMENDATION  #16 

WE  RECOMMEND  THE  HOSPITAL  RECORD  ALL  PATIENT  CASH 

ACCOUNTS  ON  SBAS. 

Contingent  Revolving  and   Cash  Change  Accounts 

The  hospital  has  contingent  revolving  funds  at  both  Warm 
Springs  and  Galen.  The  Galen  account  has  $3,000  and  the  Warm 
Springs  account  has  $2,500.  Warm  Springs  has  an  additional  cash 
change  fund  of  $505. 

We    reviewed  the  use  of  the   revolving   accounts  and   determined 
the    balances     in    the    accounts    are    excessive    because    the    hospital 
writes    relatively    few    checks    against    the    accounts.      Only    $105   of 
the  $505  cash   change  account   is   used   regularly,    while  the   remainder 
is  held   in   reserve. 

Hospital  officials  stated  there  are  times  when  it  is  necessary 
to  issue  a  check  for  a  large  amount.  They  have  considered  closing 
out  one  of  the  revolving  funds  since  the  two  hospitals  consolidated. 
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Contingent  revolving  and  cash  accounts  held  outside  the  state 
treasury  are  allowed  with  proper  authorization  from  the  Department 
of  Administration.  However,  the  balance  in  these  accounts  should 
be  kept  to  a  minimum  because  of  potential  loss  of  control  and 
investment  earnings. 

RECOMMENDATION   #17 

WE      RECOMMEND      THE      HOSPITAL      REEVALUATE      ITS     NON- 
TREASURY   CASH    ACCOUNT   NEEDS. 

Controls  over  Contingent   Revolving   Fund 

Only  one  hospital  employee  has  responsibility  for  the  adminis- 
tration of  the  contingent  revolving  fund  at  Galen.  This  person 
receives  cash,  prepares  deposits,  writes  checks,  and  reconciles 
the  account.  The  reconciliation  and  all  supporting  documents  are 
not  properly   reviewed   by  another  person. 

The  lack  of  segregation  of  duties  between  the  cash  receipt 
and  disbursement  function  and  the  accounting  function  creates  the 
risk  of  unauthorized  transactions  and  undetected  errors  in  this 
fund.        Duties     in     administering     the    fund     should     be     segregated. 

RECOMMENDATION   tt18 

WE    RECOMMEND   THE    HOSPITAL   SEPARATE   THE   CASH    RECEIPT 

AND      DISBURSEMENT      FUNCTION      FROM     THE     ACCOUNTING 

FUNCTIONS      FOR      THE      GALEN      CONTINGENT      REVOLVING 

FUND. 
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REIMBURSEMENTS 
Background 

The    Department    of    Institutions    is    required    by    law    to    collect 
and   process   per  diem  and  ancillary  payments  for  the  care  of  patients 
at    Warm  Springs/Galen   State   Hospital    and    four    other    institutions. 
The    department   assesses    care  and   custody  costs   for  these  services 
based   upon   the  patient's  ability  to  pay. 

The  department  processes  per  diem  and  ancillary  service 
charges  on  its  Automated  Billing  and  Accounts  Receivable  System 
(ABARS).  The  department  inputs  resident  service  care  information 
and  resident  eligibility  information  into  ABARS,  which  computes 
the  monthly  billings  for  services  provided  to  residents.  ABARS 
assigns  a  standard  cost  to  each  service  and  prints  an  itemized 
monthly  statement  for  each  patient.  Billings  are  then  prepared 
based  on  the  patient's  ability  to  pay  and  eligibility  for  private  or 
federally  subsidized  insurance. 
Medical   Service   Reimbursement 

During  fiscal  years  1980-81  and  1981-82,  many  medical  services 
performed  at  Warm  Springs/Galen  State  Hospital  were  not  recorded 
on  ABARS.  The  Department  of  Institutions'  policy  requires  institu- 
tions to  submit  patient  service  data  for  input  to  ABARS.  We  noted 
the  hospital  does  not  send  all  service  data  to  the  department  for 
entry  into  ABARS. 

Our  analyses  of  several  types  of  treatment  indicated  the 
following  services  and  amounts  were  not  reported  or  billed  on 
ABARS  during  our  audit  period. 
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Drugs  $103,000 

Occupational   Therapy  $149,000 

Psychological   Testing  $    17,000 

Non-Routine   Lab  Work  $    12,000 

Physical   Examinations  $   50,000 
Physician  Services  " 

■-''not   practical    to   estimate   an   amount. 


The  failure  to  report  this  data  occurred  for  several  reasons. 
Some  hospital  employees  were  not  adequately  trained  on  services  to 
be  billed.  Other  employees  indicate  there  is  not  enough  time  to 
complete  service  slips  and  still  provide  adequate  care  to  patients. 
Therefore,  service  slips  were  not  prepared.  Some  service  slips 
were  prepared  but  they  were  not  mailed  and  received  at  the  depart- 
ment on  a  timely  basis.  Most  insurers,  including  Medicare  and 
Medicaid,  will  not  pay  for  services  over  three  months  old.  We 
noted  instances  where  the  hospital  sent  the  department  drug 
prescription  information  more  than  six  months  after  the  drugs  were 
issued.      This   information   was   not  billed   through   ABARS. 

Reporting  of  all  services  is  important  as  a  management  tool. 
It  provides  information  on  how  many  and  what  types  of  services 
are  being  provided  to  patients.  It  also  provides  information  on 
the  cost  of  each   service. 

The  hospital  receives  reimbursement  for  medical  services  from 
several  sources.  These  sources  include  Medicare,  Medicaid,  private 
insurance,  and  the  patient  or  his  or  her  guardian.  Any  reimburse- 
ment revenue  the  department  fails  to  collect  is  money  lost  to  the 
state's  General  Fund.  Because  most  patients  are  paying  at  the  full 
amount  of  their  ability  to  pay,  the  department  would  not  collect  for 
all    the    unbilled    medical    services.       It    was    not    practical    for    us    to 
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estimate  the  amount  of  revenue   lost  to  the  General    Fund   because  of 
the  unreported   services. 
Charges  for  Drugs 

The  Department  of  Institutions  is  incorrectly  charging  patients 
for  drug  costs.  We  compared  the  price  charged  on  the  patient's 
statement  to  the  drug  purchase  invoice  most  closely  preceding  the 
date  the  drug  was  administered.  The  department  charged  an 
incorrect  price  in  sixteen  of  the  thirty-two  drugs  we  tested.  Nine 
patients  were  undercharged  and  seven  patients  were  overcharged. 
The  errors  ranged  from  a  $2.65/unit  undercharge  to  a  43<t/unit 
overcharge. 

Patients  should  be  charged  for  the  actual  costs  of  drugs 
administered.  Officials  from  the  Department  of  Institutions  indi- 
cated the  differences  are  due  to  the  time  delay  in  reporting  drug 
prices  on  ABARS.  The  Department  of  Institutions  changes  the 
billing  amount  on  ABARS  for  a  drug  whenever  the  hospital  notifies 
it  that  a  new  shipment  is  received.  Because  the  hospital  does  not 
submit  drug  billings  to  the  department  on  a  timely  basis,  frequently 
the  price  of  the  drug  increases  between  the  time  the  drug  is 
issued   and  the  time   it   is   posted   to  ABARS. 

RECOMMENDATION   #19 

WE    RECOMMEND   THE    DEPARTMENT   OF    INSTITUTIONS    ESTAB- 
LISH    PROCEDURES     TO     ENSURE     THE     HOSPITAL     REPORTS 
ALL   MEDICAL   SERVICES   ON    A   TIMELY    BASIS. 


30 


DONATIONS 

A  prior  audit  of  Warm  Springs  State  Hospital  noted  that  the 
hospital,  contrary  to  state  policy,  deposited  certain  donations  to 
the  hospital  in  the  Agency  Fund.  During  our  review  of  the  imple- 
mentation status  of  prior  audit  recommendations,  we  found  the 
hospital  is  still  depositing  donations  from  private  sources  in  the 
Agency    Fund. 

Because  the  Agency  Fund  is  a  non-budgeted  fund  and  requires 
no  appropriation  to  spend  moneys,  the  placement  of  donations  in 
this  fund  is  a  circumvention  of  the  appropriation  process.  Moneys 
received  through  donations  are  similar  to  grants  in  that  they  are 
given  to  the  hospital  in  order  to  provide  benefits  to  patients.  The 
hospital  should  budget  donations  and  obtain  spending  authority 
just  as  they  do  for  grants. 

State  law  says,    in   part,   that  "The   Federal   and   Private   Revenue 
Fund     consists    of    all    expendable    moneys    deposited     in    the    State 
Treasury    from    federal    or    private    sources,    including    trust    income, 
which   are   to  be  used   for  the  operation  of  state  government." 

In  addition,  Volume  36,  Number  106,  Opinions  of  the  Attorney 
General,  relating  to  donations,  states  "cash  gifts,  income  from 
gifts  of  real  property,  securities  and  the  like  should  therefore  be 
deposited  with  the  state  treasurer.  The  treasury  fund  structure 
act  has  created  the  federal  and  private  revenue  fund,  wherein 
such   gifts   are  to  be  deposited." 

RECOMMENDATION   #20 

WE    RECOMMEND   THE    HOSPITAL    RECORD   DONATIONS    IN   THE 

PROPER    FUND    IN    THE   STATE   TREASURY. 
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DRUG   DISPENSERS 

The  hospital  units  at  Warm  Springs  dispense  floor  stock  drugs 
from  medicine  machines.  Floor  stock  drugs  are  those  that  are 
commonly  dispensed  to  patients  of  a  particular  unit.  The  pharmacist 
indicated  these  drugs  do  not  include  narcotics.  Medicine  machines 
are  similar  to  cigarette  or  candy  vending  machines,  except  that  a 
key  and  patient  I.D.  card  are  needed  to  operate  the  machines 
instead  of  money.  The  machine  also  produces  a  drug  receipt  that 
identifies  the  patient,  the  ward  where  the  patient  is  located,  and 
the  type  and  dosage  of  the  drug.  A  tape  locked  inside  the  machine 
also  records  each  drug  transaction.  This  tape  is  only  removed 
and  replaced  by  pharmacy  personnel  who  can  unlock  and  refill  the 
machine. 

The  medicine  machines  are  susceptible  to  abuse.  Employees 
who  have  the  keys  to  the  machine  can  dispense  drugs  for  unautho- 
rized use  by  keeping  the  drugs  and  destroying  the  receipt. 
Because  the  drug  receipts  are  not  reconciled  to  the  machine's  data 
tapes,  hospital  officials  cannot  determine  whether  all  the  drug 
transactions  were  authorized.  In  addition,  the  hospital  has  no 
assurance  all  drug  receipts  are  turned  in  and  submitted  to  the 
Department  of  Institutions'  reimbursement  section,  so  they  can  be 
billed  to  patients  or  other   responsible  parties. 

We    attempted    to    reconcile    tapes    from    the    machines    that    had 
been     recording     drug     data     for     approximately     two     weeks.       The 
pharmacist    could    not    account    for    six    transactions    occurring    over 
the  time  period  of  our  test.      The  six  drug  transactions  unaccounted 
for     included     tranquilizers,     vitamins,     and     miscellaneous     others. 
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RECOIVIIVIENDATION    #21 

WE      RECOMMEND      THE      HOSPITAL      RECONCILE      THE      DRUG 

RECEIPTS    TO    THE    INFORMATION    RECORDED    ON    THE    DATA 

TAPES. 

BUDGETING 

In  our  previous  audit  of  Galen  State  Hospital  we  reported  the 
institution  did  not  properly  record  support  service  budgets.  The 
hospital  has  not  corrected  its  budgeting  procedures.  Support 
service  budgets  for  the  drug  and  alcohol  service  treatment  programs 
are  recorded  in  the  care  and  custody  program,  while  the  actual 
expenditures  are  recorded  in  the  drug  or  alcohol  services  programs. 
Consequently,  financial  statement  users  cannot  make  use  of  the 
comparison  of  budgeted   and  actual   expenditures. 

Because  of  this  error,  fiscal  year  1981-82  expenditures  in  the 
drug  and  alcohol  programs  exceeded  the  budget  by  $95,833  and 
$33,574,  respectively.  The  care  and  custody  program  reports 
unused   budget  authority  of  $190,346. 

To  provide  a  meaningful  comparison  between  budgeted  and 
actual  expenditures,  the  hospital  should  allocate  its  support  service 
budget  on  the  same  basis  it  uses  to  allocate  actual  expenditures. 
The  consistent  allocation  of  budgeted  and  actual  expenditures  will 
increase  the  value  of  the  information  to  users  of  the  financial 
statements. 
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RECOMIVIENDATION   #22 

WE     RECOMMEND    THE    INSTITUTION    ALLOCATE    ITS    BUDGET 

ON    THE   SAME   BASIS   AS    IT    RECORDS    EXPENDITURES. 

INTERNAL   CONTROL 


We  have  examined  the  financial  statements  of  the  Warm  Springs/ 
Galen  State  Hospital  (WG/GSH).  Our  examination  included  the 
financial  statements  of  Warm  Springs  State  Hospital  for  the  fiscal 
year  ended  June  30,  1981  and  consolidated  financial  statements  for 
the  two  hospitals  for  the  fiscal  year  ended  June  30,  1982.  We 
issued  our  opinion  dated  March  15,  1983  on  these  statements.  As 
part  of  our  examination,  we  made  a  study  and  evaluation  of  the 
system  of  control  of  WS/GSH.  Our  study  evaluated  the  system  as 
required  by  generally  accepted  governmental  auditing  standards 
for  financial  and  compliance  audits.  We  classified  the  controls  in 
the  following   categories: 

1.  revenue/receivables; 

2.  payroll; 

3.  expenditures/payables; 

4.  cash; 

5.  inventory; 

6.  plant,    property,    and  equipment; 

7.  patient  accounts; 

8.  reimbursements;    and 

9.  grants. 

We  evaluated  controls  over  payroll,  expenditures/payables,  cash, 
and  inventory.  Through  our  study,  we  determined  the  nature, 
timing,    and   extent  of  our  auditing   procedures. 
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We  applied  alternative  audit  tests  to  revenue/receivables  and 
grants  because  the  audit  could  be  performed  more  efficiently  by 
expanding  substantive  audit  work.  We  did  not  rely  on  controls 
over  plant,  property,  and  equipment;  patient  accounts;  and  reim- 
bursements because  adequate  controls  did  not  exist.  We  did  not 
evaluate  the  control  system  to  the  extent  necessary  to  give  an 
opinion    on    either    individual    segments    or    the    system    as    a    whole. 

The  management  of  WS/GSH  is  responsible  for  establishing 
and  maintaining  a  system  of  accounting  control.  In  fulfilling  this 
responsibility,  estimates  and  judgments  by  management  are  required 
to  assess  the  expected  benefits  and  related  costs  of  control  proce- 
dures. The  objectives  of  a  system  are  to  provide  management  with 
reasonable  assurance  that:  1)  assets  are  safeguarded  against  loss 
from  unauthorized  use  or  disposition;  2)  transactions  are  executed 
in  accordance  with  management's  authorization;  and  3)  transactions 
are  recorded  properly  to  permit  the  preparation  of  financial  state- 
ments in  accordance  with  generally  accepted  accounting  principles. 
Inherent  limitations  in  any  system  of  controls  may  cause  errors  or 
irregularities  to  remain  undetected.  The  current  system  evaluation 
should  not  be  used  to  project  to  future  periods  since  the  procedures 
may  become  inadequate  or  compliance  with  them  may  deteriorate. 
The  limited  purpose  of  our  study  described  in  the  first  para- 
graph would  not  necessarily  disclose  all  material  weaknesses  in  the 
system.  Accordingly,  we  do  not  express  an  opinion  on  the  system 
of  controls  used  by  WS/GSH.  However,  our  study  disclosed  condi- 
tions   that    could    result    in    financial    statement   errors    that    would   be 
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difficult  to  detect.  Tiiese  conditions  relating  to  Patient  Accounts; 
Plant,  Equipment,  and  Inventory;  Cash  and  Contingent  Revolving 
Accounts;  Reimbursements;  and  Payroll  are  discussed  on  pages  4, 
17,  25,  28,  and  36,  respectively.  These  internal  control  weak- 
nesses are  serious  and  they  should  be  corrected  by  the  hospital  as 
soon  as  possible.  The  current  staffing  level  at  the  hospital  should 
be  sufficient  to  allow  correction  of  the  weaknesses  described  in 
this   report. 

These  conditions  were  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  of  the  financial  statements. 
This  report  on  internal  controls  does  not  affect  our  opinion  on  the 
financial   statements. 

The  preceding  five  paragraphs  are  intended  solely  for  the  use 
of  management  and  the  Legislature  and  should  not  be  used  for  any 
other  purpose.  This  restriction  as  to  use  is  not  intended  to  limit 
the  distribution  of  this  document  which,  upon  presentation  to  the 
Legislative  Audit  Committee,  is  a  matter  of  public  record. 
PAYROLL   PROCEDURES 

We  noted  three  significant  control  weaknesses  with  the  payroll 
processing  procedures  for  the  hospital.  First,  employee  time 
sheets  are  not  always  approved  by  supervisors.  Second,  payroll 
warrants  are  returned  to  the  person  who  prepared  the  payroll. 
Third,  the  employee  who  prepares  the  payroll  also  approves  the 
payroll. 

These  payroll  procedures,  as  they  now  exist,  provide  the 
payroll  personnel  the  opportunity  to  authorize  warrants  to  be 
issued    for    persons    who    have    not    worked    during    the    pay    period. 
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The  review  and  approval  of  the  prepayroll  by  an  employee  not 
involved  in  its  preparation  would  reduce  the  risk  of  errors  or 
omissions  in  payroll  preparation.  In  addition,  the  hospital  can 
improve  control  over  warrant  distribution  by  not  allowing  access  to 
paychecks  by  those  employees  involved  in  payroll  preparation. 
When  the  warrants  are  returned,  these  personnel  can  take  and 
cash  warrants.  Under  the  present  system,  detection  of  payroll 
abuse  would   be  difficult. 

RECOMIVIENDATION   #23 

WE    RECOMMEND   THE    HOSPITAL: 

A.  REQUIRE  ALL  TIME  SHEETS  BE  APPROVED  BY  EACH 
EMPLOYEE'S   SUPERVISOR. 

B.  ESTABLISH    A    PROCEDURE    TO    ENSURE    PAYROLL    WAR- 
RANTS  ARE    NOT    RETURNED   TO   PERSONS   WHO    PROCESS 
THE    PAYROLL. 

C.  REQUIRE  A  REVIEW  AND  APPROVAL  OF  THE  PREPAY- 
ROLL BY  AN  EMPLOYEE  NOT  INVOLVED  IN  PAYROLL 
PREPARATION   OR    DISTRIBUTION. 

RECOMMENDATIONS   OF    PRIOR    AUDIT 

A  certified  public  accounting  firm  performed  an  audit  of  Warm 
Springs  State  Hospital  for  the  two  fiscal  years  ended  June  30, 
1980.  We  performed  an  audit  of  Galen  State  Hospital  for  the  two 
fiscal  years  ended  June  30,  1981.  The  reports  contained  19  recom- 
mendations which  are  still  applicable  to  the  hospital's  operations. 
The    hospital    implemented    9,     partially    implemented    7,    and    did    not 
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implement  3  of  the  recommendations.  Recommendations  which  have 
not  been  implemented  deal  with  patient  account  cash  controls 
(page  5),  donations  (page  31),  and  budgeting  (page  33).  The 
hospital  did  not  concur  with  the  recommendation  in  the  prior  audit 
report  concerning  donations. 
STAFFING  LEVELS 
Administrative 

Hospital    officials    indicated    the    staffing    level    of    the    hospital 
has  been   reduced  by  11    FTE  since  the  consolidation  of  Warm  Springs 
and    Galen    State    Hospitals.      We    reviewed    only    the    administrative 
staffing   levels  both  before  and  after  the  consolidation. 

We  observed  that  it  may  be  feasible  for  the  hospital  to  further 
consolidate  its  administration  functions  through  reorganization  of 
staff  responsibilities.  In  addition  to  potential  reduction  in  FTE 
positions,  further  reorganization  can  improve  the  internal  control 
weaknesses  previously  discussed  in  this  report. 
Upholstery  Shop 

Upholstery  shops  are  operated  at  both  Warm  Springs  and  the 
state  prison  at  Deer  Lodge.  The  upholstery  shop  at  Warm  Springs 
employs  one  upholsterer  who  re-upholsters  furniture  for  the 
hospital.  The  prison's  upholstery  shop  upholsters  furniture  for 
most  state  agencies. 

The    size    of    the    prison    shop    enables    it    to    stock    a    larger 
selection  of  materials  at  less  cost.      Therefore,   the  cost  for  materials 
can  be  less  at  the  prison  than  at  Warm  Springs. 

The  hospital  and  department  should  analyze  the  feasibility  and 
cost    effectiveness    of    contracting    with    the    prison    to    provide    the 
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necessary    upholstery    repair    as    opposed    to    operating    the    campus 
upholstery  shop. 

RECOMMENDATION   #24 

WE    RECOMMEND   THE   HOSPITAL: 

A.  ELIMINATE  UNNEEDED  FULL-TIME  EQUIVALENT  (FTE) 
POSITIONS  AND/OR  REORGANIZE  THE  ADMINISTRATIVE 
STAFF  POSITIONS  TO  ELIMINATE  THE  INTERNAL  CON- 
TROL WEAKNESSES  DISCUSSED  IN  PREVIOUS  SECTIONS 
OF    THIS    REPORT. 

B.  ANALYZE  THE  FEASIBILITY  OF  CONTRACTING  UPHOL- 
STERY   REPAIRS  WITH    THE   PRISON. 

FACILITY   TOUR 

During  our  audit  we  toured  the  facility  and  made  the  following 
observations. 

Occupational  Therapy 

The  occupational  therapy  shops  at  Warm  Springs  provide  both 
automotive  and  woodworking  facilities  for  patients  to  develop 
occupational  skills.  Patients  work  on  projects  as  determined 
by  the  instructor.  We  found  the  projects  are  used  to  benefit 
certain  hospital  employees.  One  employee  owned  a  Model  A 
Ford  that  was  rebuilt  using  patient  labor.  When  we  visited 
the  shop,  patients  were  preparing  to  repaint  and  refinish  a 
Ford  Mustang  belonging  to  the  son  of  a  hospital  official. 
Patients  in  the  wood  shop  were  building  a  bar  for  another 
employee.  The  instructors  indicated  the  employees  purchase 
the  supplies  and  materials  and  the  patients  provide  the  labor 
for  all   projects. 

The  patients  working  in  the  automotive  and  wood  occupational 
therapy  shops  are  a  valuable  resource  that  can  be  used  to 
benefit  the  hospital  rather  than  certain  employees.  Hospital 
officials  indicated  the  unions  would  complain  if  the  patients 
were  used  to  repair  state-owned  vehicles  or  work  on  other 
carpentry  projects. 


39 


We  observed  the  union  mechanic  and  carpenters  cannot  keep 
up  with  their  own  daily  workload.  Current  union  contracts 
do  not  prohibit  using  patient  services  on  small  projects  for 
the  benefit  of  the  hospital.  The  hospital  should  establish  a 
policy  requiring  that  occupational  shop  projects  be  used  for 
mutual    benefit  of  the  patient  and  the  hospital. 

Energy  Conservation 

Most  of  the  buildings  we  entered  were  heated  in  excess  of 
70  degrees.  Thermostats  in  a  14,000  square  foot  Warm  Springs 
warehouse  and  several  vacant  apartments  at  Galen  were  set 
above  70  degrees.  Thermostats  in  these  facilities  should  be 
set  at  the  minimum  temperature  to  keep  waterpipes  from 
freezing  and  to  prevent  other  damage  to  state  property.  The 
cost  of  utilities  is  expensive.  Annual  utility  bills  for  the  two 
hospitals  approaches  $1.2  million.  The  hospital  should  establish 
and  enforce  an  energy  conservation   policy. 

Personal   Property  Storage 

Several  buildings  and  service  shops  are  used  to  store  personal 
property  belonging  to  state  employees.  Unless  otherwise 
designated  by  the  hospital  management,  state  facilities  should 
contain  only  state-owned  equipment.  We  observed  personal 
vehicles,  boats,  and  personal  belongings  in  the  buildings  and 
shops.  The  state  could  be  liable  for  loss  of  personal  property 
in  case  of  fire.  Also  it  is  possible  for  state  employees  to 
work  on  personal  property  during  work  hours.  The  hospital 
should  establish  and  enforce  rules  prohibiting  the  storage  of 
employees'  personal  property  in  all  buildings  except  those 
leased  to  employees. 


RECQIVIIVIENDATION   #25 

WE    RECOMMEND   THE    HOSPITAL: 

A.  USE  THE  OCCUPATIONAL  THERAPY  SHOPS  TO  BENEFIT 
THE    HOSPITAL    RATHER    THAN    EMPLOYEES. 

B.  ESTABLISH  AND  ENFORCE  AN  ENERGY  CONSERVATION 
POLICY. 

C.  ESTABLISH  AND  ENFORCE  RULES  PROHIBITING  THE 
STORAGE  OF  EMPLOYEES'  PERSONAL  PROPERTY  IN  ALL 
WORK  AREAS  AND  OTHER  BUILDINGS  EXCEPT  THOSE 
LEASED   TO    EMPLOYEES. 
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LEGISLATIVE  AUDITOR  JOHN  W.  NORTHEY 

The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We    have    examined    the    Statements    of    Revenues,    Expenditures,    and 

Changes     in     Fund     Balance   -     Budget     and     Actual    -     General     and 

Special      Revenue     Funds;     the     Combined     Statements    of     Revenues, 

Expenses,     and    Changes    in    Retained    Earnings;     and    the    Combined 

Statements    of    Changes    in    Financial    Position   Proprietary   Fund   Type 

of  the  Warm  Springs  State   Hospital   for  the  fiscal   year  ended   June  30, 

1981.        Our     examination     was    made     in     accordance    with     generally 

accepted   auditing   standards  for  governmental   units  and,    accordingly, 

included     such     tests     of    the    accounting     records     and     such     other 

auditing   procedures   as  we  considered   necessary   in   the  circumstances. 

Compliance  requirements  of  subgrantees  of  the  Comprehensive 
Employment  and  Training  Act  (CETA)  for  the  fiscal  year  ended 
September  30,  1981  were  examined  by  other  auditors.  Therefore, 
we  did   not  duplicate  their  compliance   testing. 

The  combined  financial  statements  referred  to  above  do  not 
include  a  Combined  Balance  Sheet  -  All  Funds  and  Account  Groups 
which  should  be  included  for  a  complete  presentation  in  conformity 
with   generally  accepted   accounting   principles. 

In  our  opinion,    the  Combined   Statements  of   Revenues,    Expendi- 
tures,   and   Changes   in    Fund   Balance   -    Budget  and   Actual    -   General 


and  Special  Revenue  Funds;  the  Combined  Statements  of  Revenues, 
Expenses,  and  Changes  in  Retained  Earnings;  and  the  Combined 
Statements  of  Changes  in  Financial  Position  for  the  Proprietary 
Fund  Type  present  fairly  the  results  of  operations  and  changes  in 
fund  balance/retained  earnings  of  such  funds  for  the  fiscal  year 
ended  June  30,  1981,  in  conformity  with  generally  accepted  account- 
ing principles  which,  except  for  the  change,  with  which  we  concur, 
in  the  method  of  classifying  funds  as  described  in  Note  1,  have 
been  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 
Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The 
accompanying  Schedule  of  Federal  Grant  Receipts  and  Disburse- 
ments for  the  fiscal  year  ended  June  30,  1981,  is  presented  for 
additional  analysis  and  disclosure  purposes  and  is  not  a  required 
part  of  the  combined  financial  statements  for  the  Warm  Springs 
State  Hospital.  The  schedule  has  been  subjected  to  the  auditing 
procedures  applied  in  the  examination  of  the  basic  financial  state- 
ments, and  the  compliance  work  of  other  auditors,  as  discussed  in 
paragraph  two  and,  in  our  opinion,  is  fairly  stated  in  all  material 
respects  in  relation  to  the  basic  financial  statements  taken  as  a 
whole. 

Respectfully  submitted, 

James   H.    Gillett,    CPA 
March   15,    1983  Deputy   Legislative  Auditor 

Approved: 

Robert   R.    RindWood 
Legislative  Au|^tor 
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WARM  SPRINGS  STATE  HOSPITAL 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  GENERAL  AND  SPECIAL  REVENUE  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


GENERAL  FUND 


SPECIAL  REVENUE  FUND 


REVENUES 
Care  and  Maintenance  Service  Fees 
Rentals,  Leases,  &  Royalties 
Miscellaneous 
Federal  Assistance 
Sale  of  Documents,  Merchandise, 

&  Property 
Grants,  Gifts,  Bequests,  &  Donations 
Insurance  Proceeds 
Total  Revenues 

EXPENDITURES 
Treatment  Services 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Adjustments 
Support  From  (To)  Consolidated 
General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE,  JULY   1,  1980 

FUND  BALANCE,  JUNE  30,  1981 


Budget 


$    60,800 
1,200 


62.000 


-0- 


-0- 


-0- 


Actual      (Unfavorable) 


$   637,409     $637,409 
66,013        5,213 
9       (1,191) 


703,431      641,431 


11,421,287      11,257,346      163,941 
11,421,287      11,257.346      163.941 


(11,359,287)     (10,553,915)     805,372 

3,659  3,659        -0- 

11,355,628      10,550,256     (805,372) 


$  -0- 


Budget        Actual     (Unfavorable) 


$  155,279 


$152,765     $  (2,514) 


725 

725 

2,948 

2,948 

1,400 
157,838 

1,400 

155,279 

2,559 

260,298 

156,447 

103,851 

260,298 

156,447 

103,851 

(105,019) 

1,391 

106,410 

(1,150) 

(1,150) 

-0- 

-0- 

-0- 

-0- 

(106,169)         241 
1,957         1,957 


106,410 


$(104,212)     $  2,198     $106,410 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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WARM  SPRINGS  STATE  HOSPITAL 

COMBINED  STATEhJENT  OF  REVENUES,  EXPENSES  AND 

CHANGES  IN  RETAINED  EARNINGS  -  PROPRIETARY  FUND  TYPE 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


PROPRIETARY 
FUND  TYPE 

Enterprise 
Operating  Revenues: 

Canteen  Receipts  $90,336 

Cost  of  Goods  Sold 

Beginning  Inventory  2,873 

Purchases  70.874 

Goods  Available  for  Sale  73,747 

Ending  Inventory  3,079 

Cost  of  Goods  Sold  70,668 

Gross  Profit  on  Sales  19.668 

Operating  Expenses: 

Personal  Services  28,926 

Contracted  Services  8 

Utilities 

Repair  and  Maintenance 

Other  Expenses 

Depreciation 

Total  Operating  Expenses 

Income/ (Loss)  before  Operating  Transfers 

Operating  Transfers  In/ (Out) 
Net  Income  1.052 

Retained  Earnings   July   1,  1980  2,444 

Retained  Earnings   June  30,  1981  $  3,496 


1. 
1 

,626 

101 

23 

,469 

33 

.153 

(13,485) 

14 

,537 

The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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WARM  SPRINGS  STATE  HOSPITAL 
STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
(WORKING  CAPITAL)  PROPRIETARY  FUND  TYPE~ 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


Sources  of  Working  Capital: 
Operations 
Net  Income 
Items  not  Requiring  (Providing  Working  Capital): 
Depreciation 
Contributions 

Total  Working  Capital  Provided 

Uses  of  Working  Capital 

Net  Increase/ (Decrease)  In  Working  Capital 


PROPRIETARY 
FUND  TYPE 

Enterprise 


$(13,485) 


1,469 

13,068 

1,052 


$   1,052 


Elements  of  Net  Increase/ (Decrease)  In  Working  Capital 


Current  Assets 
Cash 
Inventory 

Total  Current  Assets 

Current  Liabilities 
Accrued  Withdrawals 

Total  Current  Liabilities 

Working  Capital 


6/30/80 

$  7,139 

2,873 

10,012 


7,568 
7,568 

$  2,444 


6/30/81 

$   9, 
3, 

,161 
,079 

12. 

,240 

8 

,744 

8 

,744 

$   3 

,496 

Increase 
(Decrease) 


$     2: 

,022 
206 

2 

,228 

(1 

,176) 

(1 

,176) 

$    1 

,052 

The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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WARM  SPRINGS  STATE  HOSPITAL 
Notes  to  the  Financial  Statements 
Fiscal   Year   Ending  June  30,    1981 

1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 

a)        Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide   Budgeting   and   Accounting   System. 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting  for  all  funds  of  the  hospital,  except  the  Proprietary 
Fund  Type.  The  state  uses  the  accrual  basis  of  accounting  for 
Proprietary  Fund  Types.  Under  the  modified  accrual  basis  of 
accounting,  revenues  are  recorded  when  received  in  cash,  unless 
susceptible  to  accrual  or  deferral,  and  expenditures  are  recorded 
when  a  valid  obligation  is  incurred.  Revenues  are  susceptible  to 
accrual  if  they  are  measurable  and  available  to  finance  expenditures 
of  the  fiscal  period  or  are  not  received  at  the  normal  time  of 
receipt.  Revenues  are  deferred  if  received  before  the  "normal" 
time  of  receipt  or  if  received  for  a  particular  activity  and  the 
expense  for  the  activity  has  not  been  incurred  prior  to  fiscal 
year-end . 

With    the    following    exceptions    to    the    modified    accrual    basis  of 

accounting,    a   valid  obligation   exists   when   the  associated    liability   is 

incurred: 

--The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1981  is  maintained  on  an 
hourly  basis  rather  than  by  dollar  amount.  The  monetary 
liability  is  not  calculated  until  an  employee  terminates.  Upon 
termination,  qualifying  employees  are  paid  at  their  current 
pay  rate  for  100  percent  of  accumulated  vacation  and  25  per- 
cent of  unused   sick   leave. 


-If     the     appropriation     provided     funds     to     complete     a     given 
project,    the  entire  amount  of  a  service  contract  may  be  accrued, 
even    though    the    services    are    rendered    in  fiscal   years   subse- 
quent  to   the   fiscal    year    in  which  the  expenditure  is  accrued. 

-The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year   in   which   budgeted. 

-Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year    in    which    the    anticipated    expenditure    is    to    be   accrued. 


b)       Description  of   Funds 

The  state  of  Montana  accounts  are  organized  by  a  fund  struc- 
ture as  outlined  in  section  17-02-102,  MCA,  (temporary).  For 
financial  presentation,  these  funds  have  been  reclassified  according 
to  the  Governmental  Accounting  and  Financial  Reporting  Principles 
Statement  1  issued  by  the  National  Council  on  Governmental  Account- 
ing. 

GOVERNMENTAL    FUND   TYPES 

General  Fund  --  To  account  for  receipt  and  expenditure  of 
money  allocated  to  the  department  by  the  state  for  support  of 
the  department's   programs  and   agency  administration. 

Special  Revenue  Fund  --  To  account  for  the  proceeds  of 
specific  revenue  sources  that  are  legally  restricted  to  expendi- 
ture for  specified  purposes.  This  fund  corresponds  to  the 
Earmarked  Revenue  Fund  and  the  Federal  and  Private  Revenue 
Fund   within   the  State  Treasury  fund   structure. 

PROPRIETARY    FUND   TYPES 

Enterprise  Funds  --  To  account  for  operations:  (a)  that  are 
financed  and  operated  in  a  manner  similar  to  private  business 
enterprises,  where  the  intent  of  the  Legislature  is  that  the 
costs  (expenses,  including  depreciation)  of  providing  goods 
or  services  to  the  general  public  on  a  continuing  basis  be 
financed  or  recovered  primarily  through  user  charges;  or  (b) 
where  the  Legislature  has  decided  that  periodic  determination 
of  revenues  earned,  expenses  incurred,  and/or  net  income  is 
appropriate  for  capital  maintenance,  public  policy,  management 
control,  accountability,  or  other  purposes.  These  funds  are 
recorded  on  the  accrual   basis  of  accounting. 
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c)        Budget    Information 

The  state  utilizes  a  fixed  biennial  basis  of  budgeting.  Under 
this  method,  appropriations  of  a  specific  dollar  amount  are  set  for 
the  biennium.  Budgets  for  the  hospital  are  adopted  on  a  biennium 
basis  by  the  Montana  State  Legislature  for  all  operating  entities. 
Budgets  for  the  General  and  Special  Revenue  Funds  are  adopted  in 
accordance  with  generally  accepted  accounting  principles.  At  the 
end  of  each  year,  General  Fund  and  Special  Revenue  Fund  appro- 
priation authority  revert  to  the  fund  of  original  appropriation. 
The  reverted  appropriation  authority  may  be  used  in  the  subse- 
quent year  as  authorization  for  valid  prior  year  obligations. 
Budget  amendments  represent  the  authorization  to  spend  certain 
funds  not  available  for  consideration  by  the  legislature.  They  are 
subject  to  approval  of  the  Governor. 
2.       EMPLOYEES'    RETIREMENT   SYSTEM 

The  hospital  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  Under  the  plan,  the  hospital  contrib- 
uted 6.2  percent  of  an  employee's  gross  wages  in  fiscal  year 
1980-81.  The  employees  contributed  6  percent  of  gross  wages  to 
PERS.  The  hospital  contributed  $455,198  in  fiscal  year  1980-81  for 
Warm   Springs  employees. 

The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1982,  the  Public  Employees'  Retirement  System  was  actu- 
arially sound  according  to  a  report  by  the  system's  actuary.  The 
unfunded  past  service  and  the  actuarially  computed  value  of  vested 
benefits  for  employees  of  Warm  Springs  State  Hospital  cannot  be 
separated  from  those  amounts  computed  for  the  system  taken  as  a 
whole. 
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3.  INVENTORIES 

Supply  inventories  are  valued  using  a  current  cost  valuation 
method  which  approximates  the  first-in,  first-out  valuation  method. 
Supplies  are  expensed  at  the  time  of  purchase. 

4.  CARE   AND  MAINTENANCE   SERVICE    FEES 

Care  and  maintenance  services  fees  are  funds  received  for 
patient  services  provided  by  the  hospital.  The  hospital  receives 
care  and  maintenance  services  fees  from  four  sources:  Medicare, 
Medicaid,  private  insurance  companies,  and  individuals  responsible 
for  the  patients.  Care  and  maintenance  services  fees  are  deposited 
in     the    General     Fund     in     accordance    with    section   53-1-413,     MCA. 

5.  INSURANCE 

The  hospital  is  insured  through  insurance  plans  administered 
by  the   Department  of  Administration. 
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WARM  SPRINGS  STATE  HOSPITAL 

SCHEDULE  OF  FEDERAL  GRANT  RECEIPTS  AND  DISBURSEMENTS 

FOR  FISCAL  YEAR  ENDING  JUNE  30.  1981 


Amount  Received  From  the 
U.S.  Department  of  Educa- 
tion through  the  state 
Office  of  Public  Instruc- 
tion: 


Amount      Cash      Amount 
Program  Number      Awarded   Received   Expended 


Preparatory  Vocational 
Skills  Training  and 
Assessment 

ESEA  Title  I 

School  Foods 

Amount  Received  From  the 
U.S.  Department  of  Labor 
through  Montana  Depart- 
ment of  Labor  &  Industry: 

Comprehensive  Employment 
and  Training  Act 
Total 


81-6009-04-19-16-H201  $19,734 
81-32-6009-1431A  33,436 
6009  36,751 


95,645 


$21,160 

$19,558 

32,685 

33,254 

36,751 

36,751 

62,168    62,168 


$185,566   $152.764  $151.731 
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AUDITOR'S   REPORT  AND   FINANCIAL   STATEMENTS 
WARM  SPRINGS/GALEN  STATE  HOSPITAL 


STATE  OF  MONTANA 


^tiitt  nf  tJi^  ^t^i&lttii'txt  ^nbiiitx 


STATE  CAPITOL 
HELENA,  MONTANA  59620 

406/4493122 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  H.GILLETT 
FINANCIAUCOMPLIANCE  AUDITS 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  Combined  Balance  Sheets  -  All  Funds  and 
Account  Groups,  and  the  Combined  Statement  of  Revenues,  Expen- 
ditures, and  Changes  in  Fund  Balance  -  Budget  and  Actual  - 
General  and  Special  Revenue  Funds,  the  Combined  Statement  of 
Revenues,  Expenses,  and  Changes  in  Retained  Earnings  and  the 
Combined  Statement  of  Changes  in  Financial  Position  Proprietary 
Fund  Type  of  the  Warm  Springs/Galen  State  Hospital  as  of  June  30, 
1982,  and  for  the  fiscal  year  then  ended.  Except  as  set  forth  in 
paragraph  three,  our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards  for  governmental  units  and, 
accordingly,  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

The  accompanying  financial  statements  did  not  allow  for  uncol- 
lectible receivables  in  the  General  Fund  from  patients  and/or 
outside  parties  for  resident  care.  In  our  opinion,  the  amount  of 
uncollectible  accounts   is  material. 

The  hospital's  system  of  internal  control  over  the  Agency 
Fund  is  not  sufficient  to  allow  the  detection  of  significant  errors 
or    irregularities.      Certain    irregularities    in   the   Agency    Fund    have 
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been  referred  to  the  Attorney  General.  The  internal  controls  were 
such  that  would  not  permit  the  application  of  adequate  alternative 
procedures. 

Because  of  the  weaknesses  in  internal  control  over  patient 
accounts  as  noted  in  paragraph  three,  we  do  not  express  an 
opinion  on  the  Agency   Fund  of  the  Combined   Balance  Sheet. 

In  our  opinion,  except  for  the  effects  of  the  uncollectible 
receivables  discussed  in  paragraph  two,  the  Balance  Sheet  of  the 
General  Fund  and  the  Combined  Statement  of  Revenues,  Expendi- 
tures and  Changes  in  Fund  Balance  -  Budget  and  Actual  -  General 
Fund  present  fairly  the  financial  position  of  the  General  Fund  of 
the  Warm  Springs/Galen  State  Hospital  as  of  June  30,  1982  and  the 
results  of  operations  and  the  changes  in  fund  balance  of  the  fund 
for  the  fiscal  year  then  ended,  in  conformity  with  generally 
accepted  accounting  principles. 

In  our  opinion,  the  Balance  Sheet  of  the  Special  Revenue 
Fund  Type  and  Proprietary  Fund  Type  and  the  Combined  Statement 
of  Revenues,  Expenditures,  and  Changes  in  Fund  Balance  -  Budget 
and  Actual,  Special  Revenue  Fund;  Combined  Statement  of 
Revenues,  Expenses,  and  Changes  in  Retained  Earnings  Proprietary 
Fund  Type  and  Combined  Statement  of  Changes  in  Financial  Position 
Proprietary  Fund  Type  present  fairly  the  financial  position  of  such 
funds  of  the  Warm  Springs/Galen  State  Hospital  as  of  June  30, 
1982  and  the  results  of  operations  and  the  changes  in  fund  balance/ 
retained  earnings  of  such  funds  for  the  fiscal  year  then  ended,  in 
conformity  with  generally  accepted  accounting   principles. 
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Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The 
accompanying  Schedule  of  Federal  Grant  Receipts  and  Disburse- 
ments is  presented  for  additional  analysis  and  disclosure  purposes 
and  is  not  a  required  part  of  the  combined  financial  statements  for 
the  Warm  Springs/Galen  State  Hospital.  The  schedule  has  been 
subjected  to  the  auditing  procedures  applied  in  the  examination  of 
the  basic  financial  statements  and,  in  our  opinion,  is  fairly  stated 
in  all  material  respects  in  relation  to  the  basic  financial  statements 
taken  as  a  whole. 

Respectfully  submitted, 

James  H.    Gillett,    CPA 
Deputy   Legislative  Auditor 

March   15,    1983 


Approved: 

Robert   R.    Ri^dwood 
Legislative  Aii^itor 
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WARM  SPRINGS/GALEN  STATE  HOSPITAL 

COMBINED  BALANCE  SHEET 

ALL  FUNDS  AND  ACCOUNT  GROUPS 

JUNE  30,  1982 


ASSETS 
Cash  in  Treasury 
Imprest  Cash 
Revolving  Fund  Cash 
Accounts  Receivable 

Due  Froin  Other  Governmental  Entities 
Other  Prepayments 
Inventory 

Available  to  Pay  Accrued  Liabilities 
Federal  Cost  Reimbursement  Receivable 
Equipment 

Accumulated  Depreciation  -  Equipment 
Building  and  Improvements 

Accumulated  Depreciation  -  Building 
Land 

Total  Assets 


LIABILITIES  AND  FUND  EQUITY 
Accounts  Payable 

Due  to  Other  Governmental  Entities 
Accrued  Expenditures 
Deferred  Revenue 

Active  Cancelled  Warrants  Clearing 
Due  to  Consolidated  General  Fund  (State) 
Due  to  Consolidated  Special  Revenue  Fund 
Property  Held  in  Trust 
Total  Liabilities 

FUND  EQUITY 
Fund  Balance,  Retained  Earnings 
Reserve  for  Inventory 

Contributed  Capital  -  (Net  of  Depreciation) 
Investment  in  General  Fixed  Assets 
Total  Fund  Equity 

Total  Liabilities  and  Fund  Equity 


FIDUCIARY 

PROPRIETARY 

GOVERNMENTAL 

FUND  TYPES 

FUND  TYPE 

FUND  TYPE 

ACCOUNT  GROUPS 

General 

General 

Special  Revenue 

Agency 

Enterprise 

Fixed  Assets 

$1,109,663 

$  5,299 

;      505 

$ 

13,029 

5,500 

183,834 

3,316,455 

1,288 

2,145 

132,244 

4 

523,192 

12,303 

3,058 

1,539,541 

89,011 
2,377 

13,772 
(12,587) 

45,213 
(20,904) 

$  2,494,758 

14,042,125 

36,200 

$5,517,441 

$118,008 

ii 

,293,497 

$35,996 

$16,573,083 

$   982,919 

73,362 

483,141 

2,793,299 

119 

661,409 

$  16,894 
73,106 
10,375 

12,303 

$ 
3^ 

908,257 

385,240 
,293,197 

-0- 

$  6,618 
224 
150 

4,994,249 

112,678 
5,330 

6,992 

3,510 
25,494 

-0- 
523,192 

$16,573,083 

523,192 

5,330 
$118,008 

-0- 

29,004 
$35,996 

16,573,083 

$5,517,441 

ii 

,293,497 

$16,573,083 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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WARM  SPRINGS/GALEN  STATE  HOSPITAL 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL 

GENERAL  AND  SPECIAL  REVENUE  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


GENERAL  FUND 


SPECIAL  REVENUE  FUND 


REVENUES 
Care  &  Maintenance  Service  Fees 
Sale  of  Documents,  Merchandise 

&  Property 
Rentals,  Leases  &  Royalties 
Miscellaneous 
Federal  Assistance 
Insurance  Proceeds 
Grants,  Gifts,  Bequests  &  Donations 
Total  Revenues 

EXPENDITURES 
Care  and  Custody 
Drug  Services 
Alcohol  Services 
Treatment  Services 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Adjustments 
Operating  Transfer  Special  Revenue 
Support  From  (To)  Consolidated 
General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE,  JULY  1,  1981 

FUND  BALANCE,  JUNE  30,  1982 


Budget 


Actual 


$  3,608,101  $  1,941,559 


4,200 

97,602 

100 


2,747 

99,474 
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3,710,003    2,043,833 


4,632,482  4,442,136 

167,651  263,484 

81,909  115,483 

11,974,750  11,960,833 

16,856,792  16,781,936 


(13,146,789)  (14,738,103) 
1,566       1,566 
13,145,223   14,736,537 


-0- 


-0- 


-0- 


-0- 


Variance- 

Favorable 

(Unfavorable) 


$(1,666,542) 


(1,453) 
1,872 
(47) 


(1,666,170) 


190,346 

(95,833) 

(33,574) 

13,917 

74,856 


(1,591,314) 


1,591,314 


-0- 


Budget 


57,244 


57,244 


(4,290) 


2,512 


Actual 


1,220 
1,178 

56,327 
7,055 
1,713 

67,493 


1,000  1,000 

1,305,988  1,305,988 

60,357  63,498 

1,367,345  1,370,486 


(1,310,101)   (1,302,993) 


539  539 

1,305,272     1,305,272 


2,818 


2,512 


(1,778)  $ 


5,330 


Variance- 
Favorable 
(Unfavorable) 


1,220 
1,178 


(917) 
7,055 
1,713 


10,249 


-0- 

(3,141) 
(3,141) 


7,108 


7,108 


$  7,108 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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WARM  SPRINGS/GALEN  STATE  HOSPITAL 

COMBINED  STATEMENT  OF  REVENUES,  EXPENSES  AND 

CHANGES  IN  RETAINED  EARNINGS  -  PROPRIETARY  FUND  TYPE 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1982 


PROPRIETARY 
FUND  TYPE 

Enterprise 
Operating  Revenues: 

Canteen  Receipts  $84  121 

Cost  of  Goods  Sold 

Beginning  Inventory  3  079 

Purchases  71  461 

Goods  Available  for  Sale  74  540 

Ending  Inventory  3  058 

Cost  of  Goods  Sold  71  482 

Gross  Profit  on  Sales  12,639 

Operating  Expenses: 
Personal  Services 
Contracted  Services 
Utilities 

Repair  and  Maintenance 
Other  Expenses 
Depreciation 

Total  Operating  Expenses 


18 

,993 

43 

2 

,820 

245 

51 

1 

,464 

23 

,616 

(10,977) 

10 

,991 

Income/ (Loss)  before  Operating  Transfers 

Operating  Transfers  In/(Out)  _ 

Net  Income  14 

Retained  Earnings   July   1,  1981  3^496 

Retained  Earnings   June  30,  1982  $  3  510 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement . 
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WARM  SPRINGS/GALEN  STATE  HOSPITAL 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 

(WORKING  CAPITAL)  PROPRIETARY  FUND  TYPE 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


PROPRIETARY 
FUND  TYPE 

Enterprise 
Sources  of  Working  Capital: 
Operations 

Net  Income  $(10,977) 
Items  not  Requiring  (Providing  Working  Capital): 

Depreciation  1,46A 

Contributions  9,527 

Total  Working  Capital  Provided  14 

Uses  of  Working  Capital  -0- 


Net  Increase/ (Decrease)  In  Working  Capital  $     14 


Elements  of  Net  Increase/ (Decrease)  In  Working  Capital 


Increase 

6/30/81 

6/30/82 

(Decrease) 

Current  Assets 

Cash 

$  9,161 

$  5,299 

$(3,862) 

Inventory 

3,079 

3,058 

(21) 

Accounts  Receivable 

-0- 

2,145 
10,502 

2,145 

Total  Current  Assets 

12,240 

(1,738) 

Current  Liabilities 

Accrued  Withdrawals 

8,744 

6,992 

1,752 

Total  Current  Liabilities 

8,744 

6,992 

1,752 

Working  Capital 

$  3,496 

$  3,510 

$    14 

The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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WARM   SPRINGS/GALEN   STATE    HOSPITAL 
Notes  to  the   Financial   Statements 
Fiscal   Year   Ending  June  30,    1982 

1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 

a)        Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide   Budgeting   and   Accounting   System. 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting  for  all  funds  of  the  hospital,  except  the  Proprietary 
Fund  Type.  The  state  uses  the  accrual  basis  of  accounting  for 
the  Proprietary  Fund  Types.  Under  the  modified  accrual  basis  of 
accounting,  revenues  are  recorded  when  received  in  cash,  unless 
susceptible  to  accrual  or  deferral,  and  expenditures  are  recorded 
when  a  valid  obligation  is  incurred.  Revenues  are  susceptible  to 
accrual  if  they  are  measurable  and  available  to  finance  expenditures 
of  the  fiscal  period  or  are  not  received  at  the  normal  time  of 
receipt.  Revenues  are  deferred  if  received  before  the  "normal" 
time  of  receipt  or  if  received  for  a  particular  activity  and  the 
expense  for  the  activity  has  not  been  incurred  prior  to  fiscal 
year-end. 

With    the   following    exceptions    to   the   modified    accrual    basis  of 

accounting,    a   valid  obligation   exists   when   the  associated    liability   is 

incurred: 

--The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1982  is  maintained  on  an 
hourly  basis  rather  than  by  dollar  amount.  The  monetary 
liability  is  not  calculated  until  an  employee  terminates.  Upon 
termination,  qualifying  employees  are  paid  at  their  current 
pay  rate  for  100  percent  of  accumulated  vacation  and  25  per- 
cent of  unused  sick   leave. 
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-If     the     appropriation     provided     funds     to     complete     a     given 
project,    the  entire  amount  of  a   service  contract  may   be  accrued, 
even   though   the   services   are    rendered    in  fiscal   years  subse- 
quent  to   the    fiscal    year    in   which   the  expenditure   is   accrued. 

-The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which   budgeted. 

-Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year    in    which    the    anticipated    expenditure    is    to    be   accrued. 


b)       Description  of  Funds 

The  state  of  Montana  accounts  are  organized  by  a  fund  struc- 
ture as  outlined  in  section  17-02-102,  MCA  ,  (temporary).  For 
financial  presentation,  these  funds  have  been  reclassified  according 
to  the  Governmental  Accounting  and  Financial  Reporting  Principles 
Statement  1  issued  by  the  National  Council  on  Governmental  Account- 
ing. 

GOVERNMENTAL    FUND   TYPES 

General  Fund  --  To  account  for  receipt  and  expenditure  of 
money  allocated  to  the  department  by  the  state  for  support  of 
the  department's  programs  and  agency  administration. 

Special  Revenue  Fund  --  To  account  for  the  proceeds  of 
specific  revenue  sources  that  are  legally  restricted  to  expen- 
diture for  specified  purposes.  This  fund  corresponds  to  the 
Earmarked  Revenue  Fund  and  the  Federal  and  Private  Revenue 
Fund   within  the  State  Treasury  fund   structure. 

Agency  Fund  --  Accounts  for  assets  held  as  an  agent  by  the 
department  for   patients. 

PROPRIETARY    FUND   TYPES 

Enterprise  Funds  --  To  account  for  operations:  (a)  that  are 
financed  and  operated  in  a  manner  similar  to  private  business 
enterprises,  where  the  intent  of  the  Legislature  is  that  the 
costs  (expenses,  including  depreciation)  of  providing  goods 
or  services  to  the  general  public  on  a  continuing  basis  be 
financed  or  recovered  primarily  through  user  charges;  or  (b) 
where  the  Legislature  has  decided  that  periodic  determination 
of  revenues  earned,  expenses  incurred,  and/or  net  income  is 
appropriate  for  capital   maintenance,    public  policy,    management 
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control,  accountability,  or  other  purposes.  These  funds  are 
recorded  on   the  accrual   basis  of  accounting. 

ACCOUNT   GROUPS 

General  Fixed  Assets  --  Accounts  for  all  land,  buildings,  and 
equipment  of  the  department.  The  building  account  includes 
improvements  to  the  infrastructure.  Fixed  assets  are  valued 
at   cost.      No   depreciation   is   recorded  on  general   fixed  assets. 


c)        Budget   Information 

The  state  utilizes  a  fixed  biennial  basis  of  budgeting.  Under 
this  method,  appropriations  of  a  specific  dollar  amount  are  set  for 
the  biennium.  Budgets  for  the  hospital  are  adopted  on  a  biennium 
basis  by  the  Montana  State  Legislature  for  all  operating  entities. 
Budgets  for  the  General  and  Special  Revenue  Funds  are  adopted  in 
accordance  with  generally  accepted  accounting  principles.  At  the 
end  of  each  year,  General  Fund  and  Special  Revenue  Fund  appro- 
priation authority  revert  to  the  fund  of  original  appropriation. 
The  reverted  appropriation  authority  may  be  used  in  the  subse- 
quent year  as  authorization  for  valid  prior  year  obligations. 
Budget  amendments  represent  the  authorization  to  spend  funds  not 
available  for  consideration  by  the  legislature.  They  are  subject  to 
approval  of  the  Governor. 
2.      EMPLOYEES'    RETIREMENT   SYSTEM 

The  hospital  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  Under  the  plan,  the  hospital  contrib- 
uted 6.32  percent  of  an  employee's  gross  wages  in  fiscal  year 
1981-82.  The  employees  contributed  6  percent  of  gross  wages  to 
PERS.  The  hospital  contributed  $725,182  for  Warm  Springs  and 
Galen   employees   in   fiscal   year   1981-82. 
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The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1982,  the  Public  Employees'  Retirement  System  was  actu- 
arially sound  according  to  a  report  by  the  system's  actuary.  The 
unfunded  past  service  and  the  actuarially  computed  value  of  vested 
benefits  for  employees  of  Warm  Springs  State  Hospital  cannot  be 
separated  from  those  amounts  computed  for  the  system  taken  as  a 
whole. 

3.  INVENTORIES 

Supply  inventories  are  valued  using  a  current  cost  valuation 
method  which  approximates  the  first-in,  first-out  valuation  method. 
Supplies  are  expensed   at  the  time  of  purchase. 

4.  CARE   AND   MAINTENANCE   SERVICE    FEES 

Care  and  maintenance  service  fees  are  funds  received  for 
patient  services  provided  by  the  hospital.  The  hospital  receives 
care  and  maintenance  service  fees  from  four  sources:  Medicare, 
Medicaid,  private  insurance  companies,  and  individuals  responsible 
for  the  patients.  Care  and  maintenance  service  fees  are  deposited 
in    the    General     Fund     in     accordance    with    section   53-1-413,    MCA. 

5.  INSURANCE 

The  hospital  is  insured  through  insurance  plans  administered 
by  the  Department  of  Administration. 

6.  CHANGES    IN   ACCOUNTING   PROCEDURES 

Effective   July   1,    1981,    Warm  Springs  State  Hospital   and   Galen 

State    Hospital     were    consolidated     under    one    central    organization. 

The   statements    presented    for   the   fiscal    year  ending  June  30,    1981 

represent   the  financial   records  of  the  Warm  Springs  State  Hospital. 

The    statements    presented    for   the    fiscal    year  ending   June  30,    1982 

are   the    combined    financial    records    of   the   Warm    Springs   and   Galen 

hospitals. 
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WARM  SPRINGS /GALEN  STATE  HOSPITAL 

SCHEDULE  OF  FEDERAL  GRANT  RECEIPTS  AND  DISBURSEMENTS 

FOR  FISCAL  YEAR  ENDING  JUNE  30,  1982 


Amount      Cash      Amount 
Program  Number      Awarded   Received   Expended 


Amounts  Received  From  the 
U.S.  Department  of  Educa- 
tin  through  OPI: 


ESEA  Title  I 

82-32-6009-1A32A 

$25,129 

$22,570 

$21,823 

ESEA  Title  IV 

82-24-6009-3298B 

228 

228 

228 

School  Foods 

6009 

33,531 

33,531 

33,531 

Total 

$58,888 

$56,329 

$55,582 
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AGENCY   RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TED  SCHWINDEN  GOVERNOR 


STATE  OF  MONTANA 


406)449-3930 


1539IITHAVENL 


HELENA.  MONTANA  596; 


June  3,    1983 


Legislative  Audit   Committee 

of  tine  Montana   State   Legislature 
Office  of  the   Legislative  Auditor 
State  Capitol 
Helena,   MT     59620 


RFOFIVED 

JUiJ    3 1983 

MONTANA  LEGISLATIVE  AUDITOR 


Dear  Members  of  the   Committee: 

We  have  reviewed  the  comments  section  of  the  audit   report  for 
Warm  Springs/Galen   State  Hospital. 

The  report  provides  a  very  welcome  service  and   is  sincerely 
appreciated.      The  response  to  your  recommendations   is  attached. 

Sincerely, 


CARROLL  V.    SOUTH.    Director 
Department  of  Institutions 

CVS:sd 
Attachment 
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RECOMMENDATION  n 

WE  RECOMMEND  THE  HOSPITAL: 

A.  RETAIN  DOCUMENTATION  OF  DISTRICT  COURT  ORDERS  AUTHORIZING 
WITHDRAWALS  FROM  PATIENT  TRUST  FUNDS. 

B.  OBTAIN  DOCUMENTATION  AUTHORIZING  ALL  PRIOR  WITHDRAWALS  FROM 
THE  TRUST  ACCOUNT  OR  REIMBURSE  THE  ACCOUNT  FOR  THE  UNSUPPORTED 
WITHDRAWALS, 

RESPONSE: 


A.  Concur  with  this  recommendation.  Policy  is  currently  being 
drafted  which  calls  for  a  central  file  to  be  kept  on  all  trust 
account  transactions.  In  addition,  a  separate  file  will  be 
maintained  for  each  patient  who  is  a  party  to  the  trust 
account. 

B.  Concur  with  this  recommendation, 
RECOMMENDATION  #2 

WE  RECOMMEND  THE  HOSPITAL: 

A.  ASSIGN  DUTIES  CONCERNING  PATIENT  ACCOUNTS'  CASH  RECEIPTS  SO 
THE  CUSTODY  OF  ASSETS  AND  ACCOUNTING  FUNCTIONS  ARE  SEGREGATED, 

B.  ESTABLISH  CONTROLS  TO  PROVIDE  ADDITIONAL  ASSURANCE  THAT  ALL 
PATIENT  RECEIPTS  ARE  DEPOSITED  IN  THE  PROPER  PATIENT'S 
ACCOUNT. 

C.  ESTABLISH  CONTROLS  TO  ENSURE  ALL  PATIENT  ACCOUNT  WITHDRAWALS 
ARE  PROPERLY  AUTHORIZED  AND  DELIVERED  TO  OR  SPENT  ON  BEHALF  OF 
THE  PATIENT. 

RESPONSE: 


A.  Concur  with  this  recommendation.  The  staffing  is  currently 
being  analyzed  to  accommodate  a  reorganization  whereby  the 
Galen  and  Warm  Springs  patient  deposit  office  accounting 
functions  will  be  consolidated  into  one  office.   In  addition, 
a  centralized  cashier  function  would  be  initiated  along  with  a 
depositing  function  performed  by  a  separate  individual. 

B.  Concur  with  this  recommendation.  New  procedures  are  currently 
being  drafted  which  call  for  a  receipt  to  be  issued  by  the 
receiving  individual  on  the  ward.  These  receipts  will  be 
periodically  audited  by  Business  Office  personnel  to  ensure 
that  all  receipted  funds  are  subsequently  deposited  into  the 
individual  patient  account. 

C.  Concur  with  this  recommendation.  New  policies  and  procedures 
are  currently  being  drafted  which  will  establish  lines  of 
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authority,  responsibility  for  and  accountability  all 
withdrawals  from  the  individual  patient's  account. 

RECOMMENDATION  #3 

WE  RECOMMEND  THAT  THE  HOSPITAL  DISPOSE  OF  THE  JOE  INTEREST  SAVINGS 
ACCOUNT  IN  ACCORDANCE  WITH  STATE  LAW. 

Response: 

Concur  with  this  recommendation. 
RECOMMENDATION  #4 
WE  RECOMMEND  THE  HOSPITAL: 

A.  REVIEW  THE  INACTIVE  ACCOUNTS  MONTHLY. 

B.  PROVIDE  TIMELY  WRITTEN  NOTIFICATION  OF  ACCOUNT  BALANCES  TO 
DISCHARGED  PATIENTS,  NEXT  OF  KIN,  AND/OR  THE  PUBLIC 
ADMINISTRATOR. 

Response: 

A.  Concur  with  this  recommendation.  New  procedures  are  currently 
being  drafted  which  will  assign  this  review  responsibility  to 
an  individual  in  the  Business  Office  who  is  not  involved  in 
the  day  to  day  operations  of  Patient  Deposit. 

B.  Concur  with  this  recommendation.  New  procedures  are  being 
drafted  which  will  provide  for  timely  notification. 

RECOMMENDATION  #5 

WE  RECOMMEND  THE  HOSPITAL  RECONCILE  THE  PATIENT  OPERATING  LEDGER  TO  THE 
CHECK  REGISTER  ON  A  MONTHLY  BASIS. 

Response: 

Concur  with  this  recommendation.  This  reconciliation  procedure 
will  be  incorporated  into  the  monthly  bank  reconciliation 
procedures. 

RECOMMENDATION  #6 

WE  RECOMMEND  THE  HOSPITAL  ESTABLISH  A  WRITTEN  POLICY  DESCRIBING  THE 
PURPOSE,  USE  AND  SOURCE  OF  MONEY  FOR  EACH  OF  THE  15  PATIENT  ACCOUNT 
FUNDS. 

Response: 

Concur  with  this  recommendation.  Each  of  the  accounts  will  be 
analyzed  and  a  policy  convering  each  of  the  accounts  will  be 
developed. 
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RECOMMENDATION  #7 

WE  RECOMMEND  THE  HOSPITAL  COMPLY  WITH  FEDERAL  GRANT  REGULATIONS 
REGARDING  BENEFICIARY  ELIGIBILITY  AND  TAKING  OF  MEAL  COUNTS  FOR  THE 
SCHOOL  FOODS  PROGRAM. 

Response: 

Concur  with  this  recommendation.  Appropriate  policy  and  procedures 
will  be  developed  which  will  enable  the  hospital  to  comply  with  the 
applicable  regulations. 

RECOMMENDATIONS  #8 

WE  RECOMMEND  THE  HOSPITAL: 

A.  KEEP  ADEQUATE  DOCUMENTATION  OF  HANDICAPPED  CHILD  COUNTS. 

B.  COUNT  ONLY  THOSE  CHILDREN  WHO  HAVE  BEEN  IN  ATTENDANCE  AT  THE 
INSTITUTION  FOR  MORE  THAN  ONE  YEAR. 

Response: 

A.  Concur  with  this  recommendation.  Required  documentation  will 
be  retained  in  a  central  file  maintained  on  all  federal 
grants. 

B.  Concur  with  this  recommendation.  The  date  of  admission  of 
each  child  will  be  verified  to  ensure  that  only  those  who  have 
been  patients  at  least  one  year  are  included  in  the  count. 

RECOMMENDATION  f,9 

WE  RECOMMEND  THE  HOSPITAL  FILE  REQUIRED  REPORTS  FOR  ALL  GRANTS  ON  A 
TIMELY  BASIS. 

Response: 

Concur  with  this  recommendation.  All  reports  will  be  filed  as 
required. 

RECOMMENDATION  ^flO 

WE  RECOMMEND  THE  HOSPITAL: 

A.  REPORT  ALL  ITS  SURPLUS  EQUIPMENT  TO  THE  DEPARTMENT  OF 
ADMINISTRATION  IN  ACCORDANCE  WITH  STATE  POLICY. 

B.  RECORD  ALL  ITEMS  OF  EQUIPMENT  ON  ITS  ACCOUNTING  RECORDS  IN 
ACCORDANCE  WITH  STATE  ACCOUNTING  POLICY. 
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Response: 

A.  Concur  with  this  recommendation.  All  items  of  surplus 
equipment  belonging  to  Warm  Springs/Galen  State  Hospital  will 
be  reported  as  required.  However,  record  of  all  items  of 
surplus  which  are  common  to  all  institutions  within  the 
Department  of  Institutions  will  be  maintained  by  the  Central 
Office. 

B.  Concur  with  this  recommendation.  All  items  will  be  recorded 
on  both  the  subsidiary  accounting  records  and  SBAS. 

RECOMMENDATION  #11 


WF  RECOMMEND  THE  HOSPITAL: 

A.  TAG  ALL  PROPERTY  ITEMS. 

B.  ASSIGN  RESPONSIBILITY  FOR  EQUIPMENT  TO  SUPERVISORS  AT  EACH 
WORK  AREA. 

C.  REQUIRE  ALL  DELETION  TRANSACTIONS  BE  REVIEWED  AND  APPROVED  BY 
BUSINESS  OFFICE  MANAGEMENT  PERSONNEL. 

D.  TRANSFER  THE  RESPONSIBILITY  FOR  PROPERTY  AND  INVENTORY  RECORD 
KEEPING  FROM  THE  WAREHOUSE  FOREMAN  TO  THE  BUSINESS  OFFICE. 

Response: 

A.  Concur  with  this  recommendation.  All  equipment  items  will  be 
appropriately  tagged. 

B.  Concur  with  this  recommendation. 

C.  Concur  with  this  recommendation.  All  deletion  transactions 
will  be  authorized  by  the  Business  Services  Director. 

D.  There  is  a  limited  concurrence  with  this  recommendation.   It 
is  agreed  that  all  adjusting  entries  be  reviewed  and  approved 
by  the  Business  Services  Director  prior  to  input  into  the 
system.  In  addition,  all  routine  input  will  be  reviewed 
randomly  and  periodically  by  Business  Office  personnel. 

RECOMMENDATION  #12 

WE  RECOMMEND  THE  HOSPITAL  RECONCILE  ITS  SUBSIDIARY  PROPERTY,  PLANT 
EQUIPMENT  AND  INVENTORY  RECORDS  TO  AMOUNTS  REPORTED  ON  ITS  ACCOUNTING 
SYSTEM. 

Response: 

Concur  with  this  recommendation. 
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RECOMMENDATION  #13 

WE  RECOMMEND  THE  HOSPITAL  ADOPT  AN  INVENTORY  VALUATION  METHOD  THAT  IS  IN 
ACCORDANCE  WITH  GENERALLY  ACCEPTED  ACCOUNTING  PRINCIPLES  AND  FEDERAL 
REIMBURSEMENT  REGULATIONS. 

Response: 

Concur  with  this  recommendation. 

RECOMMENDATION  #14 

WE  RECOMMEND  THE  HOSPITAL  UPDATE  ITS  INVENTORY  ACCOUNTING  RECORDS  AT 
FISCAL  YEAR-END  BASED  ON  ITS  INVENTORY  COUNT. 

Response: 

Concur  with  this  recommendation.  A  CRT  terminal  will  be  installed 
in  the  pharmacy  so  that  the  inventory  will  be  maintained  on  a 
perpetual  basis  and  adjusted  as  required  based  on  physical  counts. 

RECOMMENDATION  #15 

WE  RECOMMEND  THAT  THE  HOSPITAL: 

A.  PROPERLY  USE  "BUILDINGS"  AND  "IMPLEMENTS  OTHER  THAN  BUILDINGS" 
FIXED  ASSET  ACCOUNTS  IN  ACCORDANCE  WITH  STATE  ACCOUNTING 
POLICY. 

B.  RECORD  ALL  CAPITAL  PROJECT  COSTS  IN  ACCORDANCE  WITH  GENERALLY 
ACCEPTED  ACCOUNTING  PRINCIPLES  AND  STATE  ACCOUNTING  POLICY. 

Response: 

A.  Concur  with  this  recommendation. 

B.  Concur  with  this  recommendation.  All  capital  project  costs 
will  be  thoroughly  reviewed  by  Business  Office  personnel  prior 
to  their  recording  to  ensure  that  the  proper  amounts  are 
capitalized  in  the  appropriate  accounts. 

RECOMMENDATION  #16 

WE  RECOMMEND  THE  HOSPITAL  RECORD  ALL  PATIENT  CASH  ACCOUNTS  ON  SBAS. 

Response: 

Concur  with  this  recommendation. 

RECOMMENDATION  #17 

WE  RECOMMEND  THE  HOSPITAL  REEVALUATE  ITS  NON-TREASURY  CASH  ACCOUNT 
NEEDS. 
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Response: 

Concur  with  this  recommendation.  These  accounts  are   currently 
being  analyzed  and  all  excess  funds  will  be  returned  to  the  State 
Treasury. 

RECOMMENDATION  #18 

WE  RECOMMEND  THE  HOSPITAL  SEPARATE  THE  CASH  RECEIPT  AND  DISBURSEMENT 
FUNCTION  FROM  THE  ACCOUNTING  FUNCTION  FOR  THE  GALEN  CONTINGENT  REVOLVING 
FUND. 

Response: 

Concur  with  this  recommendation.  Based  on  a  preliminary  review  it 
is  anticipated  that  this  fund  will  be  returned  to  the  State 
Treasury  therefore  deleting  these  duties. 

RECOMMENDATION  #19 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  ESTABLISH  PROCEDURES  TO 
ENSURE  THE  HOSPITAL  REPORTS  ALL  MEDICAL  SERVICES  ON  A  TIMELY  BASIS. 

Response: 

Concur  with  this  recommendation.  All  policies  and  procedures  will 
be  reviewed  and  revised  as  necessary  to  ensure  full  reporting  of 
all  services  rendered. 

RECOMMENDATION  #20 

WE  RECOMMEND  THE  HOSPITAL  RECORD  DONATIONS  IN  THE  PROPER  FUND  IN  THE 
STATE  TREASURY. 

Response: 

Concur  with  this  recommendation.  This  will  be  accomplished  as  soon 
as  the  proper  spending  authority  for  the  fund  can  be  received. 

RECOMMENDATION  #21 


WE  RECOMMEND  THE  HOSPITAL  RECONCILE  THE  DRUG  RECEIPTS  TO  THE  INFORMATION 
RECORDED  ON  THE  DATA  TAPES. 

Response: 

Concur  with  this  recommendation. 

RECOMMENDATION  #  22 

WE  RECOMMEND  THE  INSTITUTION  ALLOCATE  ITS  BUDGET  ON  THE  SAME  BASIS  AS  IT 
RECORDS  EXPENDITURES. 

Response: 
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Concur  with  this  recommenddtion.  All  future  budgets  are  based  on 
one  program  with  the  costs  for  the  various  responsibility  centers 
being  captured  on  SBAS. 

RECOMMENDATION  #23 

WE  RECOMMEND  THE  HOSPITAL: 

A.  REQUIRE  ALL  TIME  SHEETS  BE  APPROVED  BY  EACH  EMPLOYEE'S 
SUPERVISOR. 

B.  ESTABLISH  A  PROCEDURE  TO  ENSURE  PAYROLL  WARRANTS  ARE  NOT 
RETURNED  TO  PERSONS  WHO  PROCESS  THE  PAYROLL. 

C.  REQUIRE  A  REVIEW  AND  APPROVAL  OF  THE  PREPAYROLL  BY  AN  EMPLOYEE 
NOT  INVOLVED  IN  PAYROLL  PREPARATION  OR  DISTRIBUTION. 

Response: 

A.  Concur  with  this  recommendation.  This  recommendation  has  been 
implemented  at  this  time. 

B.  Concur  with  this  recommendation.  This  recommendation  has  been 
implemented  at  this  time.  Warrants  are  now  delivered  directly 
to  the  Personnel  Office. 

C.  Concur  with  this  recommendation.  This  has  been  implemented  at 
this  time.  All  prepayrolls  will  be  reviewed  and  approved  by 
Business  Office  management  personnel. 

RECOMMENDATION  #24 

WE  RECOMMEND  THE  HOSPITAL: 

A.  ELIMINATE  UNNEEDED  FULL-TIME  EQUIVALENT  (FTE)  POSITIONS  AND/OR 
REORGANIZE  THE  ADMINISTRATIVE  STAFF  POSITIONS  TO  ELIMINATE  THE 
INTERNAL  CONTROL  WEAKNESSES  DISCUSSED  IN  PREVIOUS  SECTIONS  OF 
THIS  REPORT. 

B.  ANALYZE  THE  FEASIBILITY  OF  CONTRACTING  UPHOLSTERY  REPAIRS  WITH 
THE  PRISON. 

Response: 

A.  We  intend  to  eliminate  the  control  issues  noted  by  whatever 
means  is  appropriate. 

B.  Concur  with  this  recommendation. 
RECOMMENDATION  #25 

WE  RECOMMEND  THE  HOSPITAL: 
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A.  USE  THE  OCCUPATIONAL  THERAPY  SHOPS  TO  BENEFIT  THE  HOSPITAL 
•  RATHER  THAN  EMPLOYEES. 

B.  ESTABLISH  AND  ENFORCE  AN  ENERGY  CONSERVATION  POLICY. 

C.  ESTABLISH  AND  ENFORCE  RULES  PROHIBITING  THE  STORAGE  OF 
EMPLOYEE'S  PERSONAL  PROPERTY  IN  ALL  WORK  AREAS  AND  OTHER 
BUILDINGS  EXCEPT  THOSE  LEASED  TO  EMPLOYEES. 

Response: 

A.  The  feasibility  of  implementing  this  recommendation  will  be 
explored  with  the  Central  Office  of  the  Department  of 
Institutions.  Due  to  union  contracts  and  other  institutions 
having  similar  services  available,  it  will  be  addressed  as  a 
Department  of  Institutions  policy. 

B.  Concur  with  this  recommendation. 

C.  Concur  with  this  recommendation. 


